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TITLE  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

Part  6 — Exceptions  From  the 
Competitive  Service 

DEPARTMENT  OF  THE  AIR  FORCE 

Effective  upon  publication  in  the  Fed- 
FRAL  Register,  the  exception  of  Civilian 
Director  of  Logistics  Plan  in  §  6.107  (f) 
(2)  is  revoked;  the  expiration  date  of 
June  SO,  1952,  of  paragraphs  (a)  (4), 
(f)  (1).  (f)  (2),  (g)  (2),  (h)  (1).  (h) 
(2),  and  (i)  (1)  of  §  6.107  is  extended  to 
June  30,  1953. 

(R.  S.  1753,  sec.  2.  22  Stat.  403;  5  U.  S.  C.  €31, 
r3.  E.  O.  9830,  Feb.  24,  1947,  12  F.  R.  1259; 
3  CFR  1947  Supp.  E.  O.  9973,  June  28,  1948, 
13  F.  R.  3600;  3  CFR  1948  Supp.) 

United  States  Civil  Serv¬ 
ice  Commission, 

[se.\l1  L.  a.  Moyer, 

Executive  Director. 

IF.  R.  Doc.  52-6313;  Filed,  June  9,  1952; 
8:45  a.  m.] 


title  7— agriculture 

Chapter  IX — Production  end  Mar¬ 
keting  Administration  (Marketing 
Agreements  and  Orders),  Depart- 
mc.nt  of  Agriculture 

Part  993 — Dried  Prunes  Produced  in 
California 

disposition  of  surplus  tonnage 

Pursuant  to  the  applicable  provisions 
of  the  Agricultural  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended  (7  U.  S.  C. 
601  et  seq.),  hereinafter  referred  to  as 
the  “act,”  and  of  the  marketing  Agree¬ 
ment,  as  amended,  and  the  order,  as 
amended  (16  F.  R.  8437),  regulating  the 
handling  of  dried  prunes  produced  in 
California,  hereinafter  referred  to  as  the 
“order,”  it  is  hereby  found  and  deter¬ 
mined,  that  the  words  ‘‘to  handlers”  ap¬ 
pearing  in  the  first  sentence  of  §  993.63 
(b)  (1)  of  the  order,  and  the  last  two 
sentences  of  §  993.63  (b)  (1)  of  the  said 
order  no  longer  tend  to  effectuate  the 
declared  policy  of  the  act,  and  that  they 
should  be  su'^pended.  As  so  suspended’ 
said  §  S93.63  (b)  (1)  will  read  as  fol¬ 
lows; 


§  993.63  Disposition  of  surplus  ton¬ 
nage.  *  •  * 

(b)  Sales  for  export — (1)  Countries  in¬ 
cluded  in  estimate  of  salable  percent¬ 
age.  In  the  event  it  appears  that  the 
total  salable  tonnage  is  not  sufficient  to 
meet  the  estimated  domestic  and  foreign 
requirements  due  to  the  expansion  of 
foreign  markets  in  countries  which  were 
considered  in  estimating  the  salable  per¬ 
centage  to  a  greater  extent  than  was 
anticipated  at  the  time  of  such  estimate, 
the  committee  may  offer  to  sell,  and  sell, 
surplus  standard  prunes  for  sale  into, 
and  for  use  in,  such  foreign  channels  in 
such  quantities  as  are  necessary  to  meet 
the  increased  demand. 

The  above-mentioned  determination  is 
predicated  on  the  fact  that  the  Prune 
Administrative  Committee,  the  adminis¬ 
trative  agency  for  operations  under  this 
program,  still  has  in  its  possession  for 
disposition  a  relatively  large  quantity  of 
surplus  standard  prunes  which  it  is 
unable  to  sell  readily  in  authorized 
domestic  surplus  outlets  at  prices  which 
will  be  the  most  advantageous  to  the 
persons  beneficially  interested  therein. 
While  some  of  such  prunes  might  be  sold 
in  domestic  surplus  outlets  for  such  a 
low-priced  usage  as  animal  feed,  such 
sales  could  not  be  made  at  desirable 
prices.  However,  it  now  appears  that  all, 
or  a  large  part,  of  these  surplus 
standard  prunes  can  be  sold  into  export 
channels  at  higher  prees,  if  certain  re¬ 
strictions  which  are  now  prescribed  in 
§  993.63  (b)  (1)  of  the  order  are  made 
inoperative.  These  restrictions  which 
now  preclude  the  making  of  such  sales 
are  as  follows:  (1)  Such  sales  must  be 
made  only  to  prune  handlers  for  resale  in 
foreign  countries;  (2)  they  may  not  be 
made  at  a  price  below  that  which  reflects 
the  average  price  received  by  producers 
for  salable  tonnage  during  the  current 
crop  year,  plus  accrued  charges  for  re¬ 
ceiving  and  storing  such  surplus;  and  (3) 
each  such  offer  to  sell  must  be  made  to 
all  exporting  handlers  on  a  pro  rata 
basis.  The  permitting  of  the  Prune 
Administrative  Committee  to  make  these 
sales  to  any  and  all  persons  in  its  discre¬ 
tion  at  negotiated  prices,  and  without 
having  to  offer  to  sell  pro  rata  to  all 
exporting  handlers  the  quantities  in¬ 
volved  should  permit  the  Committee  to 
make  such  sales  in  export  channels  ex- 
(Contlnued  on  p.  5211) 
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peditiously.  In  large  volume,  and  at  the 
highest  prices  obtainable.  These  desir¬ 
able  objectives  would  be  accomplished 
by  the  presently  proposed  suspension 
action.  It  is  vitally  necessary,  if  the 
contemplated  sales  in  export  channels 
are  to  be  made,  that  such  sales  be  com¬ 
pleted  within  a  short  time,  as  otherwise 
it  seems  that  such  sales  may  not  be  made. 
The  Prune  Administrative  Committee  is 
now  negotiating  for  the  making  of  such 
sales  on  the  presently  contemplated 
basis,  and  it  is  reasonable  to  expect  that 
such  sales  will  be  consummated  in  con¬ 
siderable  volume  if  the  necessary  action 
can  be  taken  promptly.  In  this  connec¬ 
tion.  it  is  required,  in  §  993.63  (h)  of  the 
order,  that  any  surplus  tonnage  not  dis¬ 
posed  of  by  the  Prune  Administrative 
Committee  by  July  31  of  the  particular 
crop  year  (i.  e.,  July  31,  1952.  in  this 
Instance)  must  be  disposed  of  thereafter 
for  low-priced  uses.  The  sale  of  these 
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prunes  into  export  channels  would  result 
in  higher  prices  being  received  for  them, 
with  a  consequent  benefit  to  prune 
producers. 

Notice  of  proposed  rule  making,  pub¬ 
lic  procedure  thereon,  and  the  delaying 
of  the  making  of  this  order  effective  any 
later  than  the  time  of  its  execution  (see 
Section  4  of  the  Administrative  Proce¬ 
dure  Act;  5  U.  S.  C.  1001  et  seq.),  are  im¬ 
practicable.  unnecessary,  and  contrary 
to  the  public  interest.  For  the  reasons 
which  are  set  forth  above,  it  is  imperative 
that  this  order  become  effective  as  soon 
as  it  is  issued.  Such  action  is  necessary 
to  enable  advantage  be  taken  of  the  op¬ 
portunity  to  make  dispositions  of  these 
surplus  standard  prunes  in  the  most  ad¬ 
vantageous  outlets  available,  and  W’ill  be 
for  the  best  interest  of  the  prune  pro¬ 
ducers.  The  changes  effected  by  this  ac¬ 
tion  will  not  require  any  preparation  by 
handlers  prior  to  its  effective  date,  but 
the  circumstances  are  such  that  it  may 
be  made  operative  immediately  upon  its 
execution.  The  taking  of  this  action  has 
been  requested  by  the  unanimous  vote  of 
the  Prune  Administrative  Committee, 
which  represents  all  segments  of  the 
prune  industry. 

It  is  therefore  ordered.  That  the  words 
“to  handlers”  in  the  first  sentence  of 
§  993.63  (b)  (1)  of  the  order  and  the  pro¬ 
visions  of  the  last  two  sentences  of  said 
5  993.63  (b)  (1)  be.  and  they  hereby  are, 
suspended,  effective  on  and  after  the 
time  of  the  execution  of  this  document. 

(S«c.  5.  49  Stat.,  as  amended,  7  U.  S.  C.  and 
6up.,  608c) 

Issued  at  Washington,  D.  C.,  this  5th 
day  of  June  1952. 

[seal]  Charles  F.  Brannan. 

Secretary  of  Agriculture. 

|F.  R.  Dec.  52-6340;  Piled.  June  0.  1952; 
8:50  a.  m.) 

TITLE  8— ALIENS  AND 
NATIONALITY 

Chapter  II — Omce  of  Alien  Property, 
Department  of  Justice 

Part  502 — Rules  of  Procedure 
FOR  (Claims 

MISCELLANEOUS  AMENDMENTS 

Part  502 — Rules  of  Procedure  for 
Claims,  Subpart  A,  General  Rules,  is 
hereby  amended  as  follows: 

1.  Section  502.2  <m)  is  hereby  amended 
to  read  as  follows: 

S  502.2  Definitions.  •  •  • 

(m)  The  term  “Chief  Hearing  Exam¬ 
iner”  refers  to  the  hearing  examiner 
designated  as  such  by  the  Director. 

2.  Section  502.27  is  hereby  amended  to 
read  as  follows: 

5  502.27  Motion  to  dismiss,  (a)  Mo¬ 
tion  to  dismiss  any  claim  may  be  made 
by  the  Chief  of  the  CHaims  Branch,  which 
motion  shall  be  in  writing  and  shall  state 
the  reasons  in  support  thereof.  The 
Chief  of  the  Claims  Branch  shall  obtain 
from  the  Chief  Hearing  Examiner  a  date 
and  place  of  hearing.  Thereupon  the 
Chief  of  the  Claims  Branch  shall  serve  a 
copy  of  the  motion,  together  with  a  notice 
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of  the  date  and  place  of  hearing,  upon 
all  parties,  and  shall  docket  the  motion 
and  statement  of  service  with  the  Chief 
Hearing  Examiner. 

(b)  Hearing  on  the  motion  shall  be 
held  at  the  time  and  place  specified  in 
the  notice,  or  at  such  other  time  and 
place  as  may  be  fixed  by  the  Hearing  Ex¬ 
aminer. 

(c>  Briefs  may  be  submitted  before 
the  hearing,  at  the  hearing,  or  if  the 
Hearing  Examiner  has  reserved  ruling  on 
the  motion,  within  a  time  fixed  by  the 
Hearing  Examiner  after  the  close  of 
hearing. 

(d)  Hearing  before  a  Hearing  Exam¬ 
iner  may  be  waived  by  the  parties  and 
the  matter  submitted  to  the  Director  on 
briefs. 

(e)  Motion  to  dismiss  a  claim  proceed¬ 
ing  .«!hall  be  granted  by  the  Hearing  Ex¬ 
aminer,  when  the  claim  on  its  face  is  not 
allow’able  or  when  it  appears  that  tne 
claim  has  been  abandoned. 

(f )  Unless  review  is  undertaken  by  the 
Director,  the  decision  of  the  Hearing 
Examiner  upon  the  motion  shall  be  final 
and  shall  be  the  decision  of  this  Office. 
The  review  and  appeal  provisions  of 
§  502.23  shall  apply  to  decisions  of  the 
Hearing  Examiner  upon  such  motions. 

3.  Section  502.28  (a)  is  amended  by  ad¬ 
dition  of  the  following  sentence:  “Service 
by  the  Chief  of  the  Claims  Branch  of  a 
notice  of  the  date  and  place  of  hearing 
of  a  motion  shall  be  in  the  manner  set 
forth  in  this  paragraph. 

(Sec.  301.  55  Stat.  8.39;  50  U.  S.  C.  App.  616; 
E.  O.  9142.  April  21.  1942,  7  F.  R.  2985;  3  CFR 
1943  <2um.  Supp.;  E.  O.  9725,  May  16,  1946, 
11  P.  R.  5381;  3  CFR  1946  Supp.;  E  O.  0788, 
Oct.  14.  1946,  11  F,  R.  11981,  12123,  3  CFR 
1946  Supp.) 

Executed  at  Washington,  D.  C.,  this 
4th  day  of  June  1S52, 

For  the  Attorney  General. 

1se.al1  Harold  I.  Baynton, 
Assistant  Attorney  General. 

Director,  Office  of  Alien  Property. 

[F.  R.  Doc.  62-6365:  Filed.  June  9.  1932; 

8:58  a.  m.] 


TITLE  9— ANIMALS  AND 
ANIMAL  PRODUCTS 

Chapter  I — Bureau  of  Animal  Indus¬ 
try,  Department  of  A3riculture 

Subchapter  C — Interstate  Transportation  of 
Animals  and  Poultry 

[B.  A.  I.  Order  309,  Arndt.  61 

Part  71 — General  Provisions 

Part  78 — Brucellosis  and  Paratubercu- 
Losis  IN  Domestic  Animals 

definition  of  term  interstate;  inter¬ 
state  movement  of  domestic  animals 
affected  with  brucellosis  or  paratu- 

BERCULOSIS 

On  March  26,  1952,  there  was  pub¬ 
lished  in  the  Federal  Register  (17  F.  R. 
2626)  a  notice  of  proposed  rule-making 
concerning  amendments  of  the  regula¬ 
tions,  appearing  in  Title  9,  Chapter  1, 
Subchapter  C,  Code  of  Federal  Regula- 
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lions,  which  govern  the  interstate  trans¬ 
portation  of  animals  and  poultry  (9  CFR 
and  Supp.  71.1  et  seq).  The  purpose  of 
the  proposed  amendments  was  to  define 
the  word  “interstate”  as  used  in  said 
Subchapter  C  and  to  add  to  the  said  sub¬ 
chapter  a  new  Part  78  regulating  the  in¬ 
terstate  movement  of  domestic  animals 
affected  with  brucellosis  or  paratubercu- 
losis.  After  due  consideration  of  rele¬ 
vant  matters  presented,  and  pursuant  to 
the  authority  vested  in  him  by  the  acts 
of  Congress  approved  May  29,  1884,  as 
amended  (21  U.  S.  C.  112-119,  130,  and 
Public  Law  238,  82d  Cong.),  February  2, 
1903,  as  amended  (21  U.  S.  C.  Ill,  120- 
122),  and  March  3. 1905,  as  amended  (21 
U.  S.  C.  123-128),  the  Secretar/  of  Agri¬ 
culture  hereby  amends  the  said  Sub¬ 
chapter  C  in  the  following  respects: 

1.  By  adding  to  the  definitions  appear¬ 
ing  iii  5  71.1  a  new  paragraph  (1)  to  read 
as  follows: 

(1)  Interstate.  Pi  om  one  State,  Terri- 
tary,  or  the  District  of  Columbia  to  any 
other  State,  Territory,  or  the  District  of 
Columbia. 

(Sec.  2.  32  Stat.  792,  ch.  30,  45  Stat,  59,  Pub. 
Law  238.  82d  Cong.;  21  U.  S.  C.  Ill) 

2.  By  adding,  at  the  end  of  said  Sub¬ 
chapter  C,  a  new  part  78,  to  read  as 
follows : 

Part  78 — Brucellosis  and  Paratubercu- 
Losis  IN  Domestic  Animals 

Sec. 

78.1  Interstate  movements  of  paratubercu- 

lous  and  brucellosis-affected  do¬ 
mestic  animals  for  immediate 
slaugher;  when  permitted. 

78.2  Reshipments  of  purebred  reactors. 

Authority;  §§78.1  and  78.2  issued  under 
sec.  2.  32  Stat.  792,  ch.  30.  45  Stat.  59,  Pub. 
Law  238.  82d  Cong.;  21  U.  S.  C.  111.  Interpret 
or  apply  secs.  6.  7,  23  Stat.  32.  as  amended, 
eec.  3,  33  Stat.  1265,  as  amended;  21  U.  S.  C. 
115,  117,  125. 

§  78.1  Interstate  movements  of  para- 
tuberculous  and  brucellosis-affected 
domestic  animals  for  immediate 
slaughter:  when  permitted.  Domestic 
animals  which  have  reacted  to  a  test 
recognized  by  the  Secretary  of  Agricul¬ 
ture  for  paratuberculosis  or  which,  never 
having  been  vaccinated  for  brucellosis, 
have  reacted  to  a  test  recognized  by  the 
Secretary  of  Agriculture  for  brucellosis 
may  be  shipped,  transported,  received  for 
transportation,  or  otherwise  moved  in¬ 
terstate  for  immediate  slaughter  to  a 
slaughtering  establishment  operating 
under  the  provisions  of  the  Meat  Inspec¬ 
tion  Act  of  March  4.  1907  (34  Stat.  1260; 
21  U.  S.  C.  71  et  seq.),  or  to  a  public 
stockyard  where  Federal  inspection  is 
maintained,  for  sale  to  such  a  slaughter¬ 
ing  establishment,  in  accordance  with 
the  following  requirements: 

(a)  Cattle  which  have  reacted  to 
either  of  such  tests  shall  be  marked  for 
identification  by  branding  on  the  left 
jaw,  in  letters  not  less  than  2  nor  more 
than  3  Inches  high,  the  letter  “B”  for 
brucellosis  or  the  letter  “T”  for  para¬ 
tuberculosis.  as  the  case  may  be,  and  at¬ 
taching  to  the  left  ear  a  metal  tag  bear¬ 
ing  a  serial  number  and  the  inscription 
“U.  S.  B.  A.  I.  Reacted”,  or  a  similar 
State  reactor  tag.  The  metal  tag  only, 
affixed  to  the  left  ear,  shall  be  sufficient 


Identification  for  reactors  other  than 
cattle. 

(b)  The  reactors  shall  be  accom¬ 
panied  to  destination  by  a  certificate  is¬ 
sued  by  a  Bureau  inspector  or  a  regularly 
employed  State  inspector  engaged  in  co¬ 
operative  brucellosis  or  paratubercu- 
losls-eradication  work,  showing  (1)  that 
the  animals  have  reacted  to  a  test  recog¬ 
nized  by  the  Secretaiy  of  Agriculture  for 
brucellosis  or  paratuberculosis,  as  the 
case  may  be;  (2)  that  they  may  be 
moved  interstate;  and  (3)  the  purpose 
for  which  they  are  to  be  moved. 

(c)  The  transportation  agency  shall 
plainly  write  or  stamp  upon  the  face  of 
each  of  the  waybills,  conductors’  mani¬ 
fests,  or  memoranda  pertaining  to  ship¬ 
ments  of  such  reactors  the  words  “Bru¬ 
cellosis  Reactors”  or  “Paratuberculosis 
Reactors.”  as  the  case  may  be,  and  a 
statement  to  the  effect  that  the  vehicle 
or  compartment  of  the  boat  in  which  the 
animals  are  to  be  transported  is  to  be 
cleaned  and  disinfected. 

(d)  The  vehicle  or  the  compartment 
of  the  boat  in  which  the  reactors  are 
transported  interstate  shall  be  cleaned 
and  disinfected  under  the  supervision  of 
a  Bureau  inspector  or  a  regularly  em¬ 
ployed  cooperating  State  livestock  in¬ 
spector,  by  the  final  carrier,  at  destina¬ 
tion.  in  accordance  with  the  provisions 
of§§71.9to71.11.  Inclusive,  of  this  sub¬ 
chapter. 

(e)  Any  vehicle  from  which  reactors 
moving  interstate  are  transferred  en 
route  to  destination  shall  be  cleaned  and 
disinfected  in  accordance  with  the  pro¬ 
visions  of  §§71.9  to  71.11,  inclusive,  of 
this  subchapter,  by  the  carrier  having 
possession  of  the  vehicle  at  the  time  of 
transfer. 

(f)  The  reactors  shall  not  be  shipped 
or  transported  in  vehicles  or  in  compart¬ 
ments  of  boats  containing  healthy  ani¬ 
mals  susceptible  to  brucellosis  or  para¬ 
tuberculosis  unless  all  of  the  animals  are 
for  immediate  slaughter  or  unless  the 
reactors  are  kept  separate  from  the 
other  animals  by  a  partition  securely 
affixed  to  the  sides  of  the  vehicle  or  com¬ 
partment. 

§  78.2  Reshipments  of  purebred  re¬ 
actors.  Purebred  animals  which  have 
been  moved  interstate  for  breeding  pur¬ 
poses,  and  which,  subsequent  to  such 
movement,  have  reacted  to  a  test  recog¬ 
nized  by  the  Secretary  of  Agriculture  for 
paratuberculosis  or  which,  never  having 
been  vaccinated  for  brucellosis,  have, 
subsequent  to  such  movement,  reacted  to 
a  test  recognized  by  the  Secretary  of 
Agriculture  for  brucellosis,  may  be  re¬ 
shipped  interstate  for  purposes  other 
than  immediate  slaughter  in  accordance 
with  the  following  requirements : 

(a)  The  reactors  shall  be  returned  to 
the  point  of  origin,  consigned  to  the 
original  owner. 

(b)  The  reactors  shall  not  be  shipped 
or  transported  in  vehicles  or  in  compart¬ 
ments  of  boats  containing  healthy  ani¬ 
mals  susceptible  to  brucellosis  or  para¬ 
tuberculosis  unless  such  reactors  are 
kept  separate  from  the  other  animals  by 
a  partition  securely  affixed  to  the  sides  of 
the  vehicle  or  compartment. 

(c)  The  reactors  shall  be  accompanied 
to  destination  by  a  certificate  issued  by 


a  Bureau  inspector  or  a  regularly  em¬ 
ployed  State  inspector  engaged  in  coop¬ 
erative  brucellosis  or  paratuberculosis- 
eradication  work,  showing  (1)  that  the 
animals  have  reacted  to  a  test  recognized 
by  the  Secretary  of  Agriculture  for  bru¬ 
cellosis  or  paratuberculosis,  as  the  case 
may  be;  (2)  that  they  may  be  shipped 
interstate;  and  (3)  the  purpose  for  which 
they  are  to  be  shipped. 

(d)  Test  charts  for  the  original  test 
and  any  subsequent  retest,  showing  that 
such  tests  were  properly  conducted,  shall 
be  submitted  for  examination  to  the 
Bureau  or  State  inspector  who  issues  the 
certificate. 

(e)  Reactor  cattle  shall  be  marked  for 
Identification  by  branding  on  the  left 
jaw.  in  letters  not  less  than  2  nor  more 
than  3  inches  high,  the  letter  “B”  for 
brucellosis  or  the  letter  “T”  for  para¬ 
tuberculosis,  as  the  case  may  be,  and  at¬ 
taching  to  the  left  ear  a  metal  tag  bear¬ 
ing  a  serial  number  and  the  inscription 
“U.  S.  B.  A.  I.  Reacted”,  or  a  similar  State 
reactor  tag.  The  metal  tag  only,  affixed 
to  the  left  ear,  shall  be  sufficient  identi¬ 
fication  for  reactors  other  than  cattle. 

(f)  "rhe  reactors  shall  not  be  shipped 
to  any  State  or  Territory  or  the  District 
of  Columbia  without  specific  provision  by 
the  appropriate  livestock  sanitary  official 
thereof  for  the  segregation  or  quarantine 
of  such  reactors  until  their  death  by 
slaughter  or  from  natural  causes. 

(g)  The  reactor  shall  not  again  be 
moved  interstate  except  for  immediate 
slaughter  in  accordance  with  the  pro¬ 
visions  of  §  78.1. 

(h)  The  vehicle  or  the  compartment  of 
the  boat  in  w'hich  the  reactors  are  trans¬ 
ported  interstate  shall  be  cleaned  and 
disinfected  under  the  supervision  of  a 
Bureau  inspector  or  a  regularly  em¬ 
ployed  cooperating  State  livestock  in¬ 
spector,  by  the  final  carrier,  at  destina¬ 
tion  in  accordance  with  the  provisions  of 
§§71.9  to  71.11,  inclusive,  of  this  sub¬ 
chapter. 

The  foregoing  amendments  shall  be¬ 
come  effective  on  the  10th  day  of  July 
1952. 

Done  at  Washington,  D.  C.,  this  5th 
day  of  June  1952. 

[SEAL]  Charles  F.  Brannan, 

Secretary  of  Agriculture. 

(F.  R.  Doc.  52-6349:  Filed,  June  9,  1952; 

8:53  a.  m.] 


Chapter  III — Bureau  of  Dairy  Industry, 
Department  of  Agriculture 

Part  301 — Sanitary  Inspection  op 
Process  or  Renovated  Butter 

miscellaneous  amendments 

Pursuant  to  the  applicable  provisions 
of  an  act  of  Congress  approved  June  24, 
1946,  entitled  “An  Act  to  authorize  the 
condemnation  of  materials  which  are 
intended  for  use  in  process  or  renovated 
butter  and  w’hich  are  unfit  for  human 
consumption,  and  for  other  purposes” 
(60  Stat.  300;  26  U.  S.  C.  2325,  2326,  and 
2327)  the  amended  regulations  (16  P.  R- 
10149)  relating  to  the  sanitary  in.spec- 
tion  of  process  or  renovated  butter,  here- 
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tofore  Issued  in  connection  with  the 
above-mentioned  act.  are  hereby  further 
amended,  effective  as  of  the  time  of  the 
execution  of  this  document,  in  the  fol¬ 
lowing  respects: 

1.  Add,  immediately  after  §  301.9,  a 
new  §  301.9a  reading  as  follows: 

§  301.9a  Process  or  renovated  butter 
factory.  One  or  more  plants,  store¬ 
houses.  and  other  premises  where  process 
or  renovated  butter  is  manufactured 
Either  In  whole  or  in  part),  packaged, 
stored,  or  otherwise  handled,  and  all 
premises  where  ingredients  Intended  for 
use  therein  are  stored,  which  are  oper¬ 
ated  under  the  same  management  and  so 
long  as  they  are  considered  to  be  on  the 
same  bonded  premises  by,  and  are  cov¬ 
ered  under  the  same  bond  in  that  con¬ 
nection  to,  the  Bureau  of  Internal 
Revenue,  United  States  Treasury  De¬ 
partment:  Provided,  That,  if  any  such 
manufacturing  operation  is  conducted  as 
aforesaid  in  part  at  a  plant  at  one  lo¬ 
cation  and  in  part  at  a  plant  at  another 
location,  all  Ingredients  handled,  includ¬ 
ing  (but  not  limited  to)  butter  oil,  shall 
be  used  exclusively  by  that  bonded  man¬ 
ufacturer  at  his  factory  in  the  manufac¬ 
ture  of  process  or  renovated  butter. 

2.  Amend  the  proviso  at  the  end  of 
5  301.12  to  read  as  follows:  “:  Provided, 
however.  That  butter  oil  may  be  stored 
under  seal  in  commercial  cold  storage 
warehouses.” 

3.  Amend  §  301.25  by  changing  the 

period  at  the  end  thereof  to  a  colon  and 
adding.  Immediately  thereafter,  the  fol¬ 
lowing:  And  provided  further.  That 

butter  oil  which  is  produced  at  one  plant 
of  a  process  or  renovated  butter  factory 
may  be  transported  to  and  used  in  the 
manufacture  of  process  or  renovated 
butter  at  another  plant  of  the  same  fac¬ 
tory  if  (a)  said  butter  oil  is  transported 
between  the  two  plants  under  seal,  and 
(b)  prior  to  the  production  of  such  but¬ 
ter  oil  all  ingredients  used  in  such  pro¬ 
duction  were  inspected  and  passed  pur¬ 
suant  to  the  requirements  of  this  part.” 

It  is  hereby  found  that  it  is  imprac¬ 
ticable,  unnecessary,  and  contrary  to 
the  public  interest  to  give  preliminary 
notice,  engage  in  public  rule-making 
procedure,  and  delay  the  effective  date 
of  this  amendatory  action  later  than 
the  time  of  the  execution  of  this  docu¬ 
ment  (see  section  4  of  the  Administra¬ 
tive  Procedure  Act;  5  U.  S.  C.  1001  et 
sec.).  The  renovated  or  process  butter 
manufacturers  who  were  covered  under 
this  act  and  these  regulations  were  re¬ 
cently  reorganized  as  one  company,  and 
such  company  is  now  the  only  person 
covered  thereunder.  These  further 
amendments  are  necessary  to  adapt  the 
amended  regulations  to  cover  this  new 
situation  satisfactorily.  It  is  imperative 
that  such  further  amendments  be  put 
into  effect  immediately  in  order  to  allow 
the  new  company  to  operate  its  business 
efficiently.  Such  further  amendments 
have  previously  been  discussed  by  offi¬ 
cials  of  the  Bureau  of  Dairy  Industry  of 
the  Agricultural  Research  Administra¬ 
tion  of  this  Department  with  appropri¬ 
ate  officials  of  the  new  company,  as  well 
as  With  appropriate  officials  of  the  Bu¬ 
reau  of  Internal  Revenue  of  the  United 
States  Treasury  Department,  which  lat¬ 


ter  Bureau  also  exercises  governmental 
supervision  over  plants  of  this  nature 
from  a  tax  standpoint,  and  it  is  mutually 
agreed  by  all  such  officials  that  these 
further  changes  are  appropriate  and 
necessary,  and  that  they  should  be  made 
effective  as  soon  as  practicable.  No  ad¬ 
vance  preparation  for  the  putting  of 
these  further  amendments  into  effect 
will  be  needed. 

(Sec.  1,  60  Stat.  300;  26  U.  S.  C.  2325) 

Issued  at  Washington,  D.  C.,  and  to 
become  effective  on,  this  5th  day  of  June 
1952. 

[SEAL]  Charles  P.  Brannan, 

Secretary  of  Agriculture. 

[F.  R.  Doc.  62-6338;  Piled,  June  9.  1952; 

8:50  a.  in.] 


title  14— civil  aviation 

Chapter  II — Civil  Aeronautics  Admin¬ 
istration,  Department  of  Commerce 

[Arndt.  69] 

Part  600 — Designation  of  Civil  Airways 

ALTERATIONS 

The  civil  airway  alterations  appear¬ 
ing  hereinafter  have  been  coordinated 
with  the  civil  operators  Involved,  the 
Army,  the  Navy,  and  the  Air  Force, 
through  the  Air  Coordinating  Commit¬ 
tee,  Airspace  Subcommittee  and  are 
adopted  to 'become  effective  when  indi¬ 
cated  in  order  to  promote  safety  of  the 
flying  public.  Compliance  with  the  no¬ 
tice,  procedures,  and  effective  date  provi¬ 
sions  of  section  4  of  the  Administrative 
Procedure  Act  would  be  impracticable 
and  contrary  to  public  interest,  and 
therefore  is  not  required. 

Part  600  is  amended  as  follows: 

1.  Section  600.11  is  amended  to  read: 

§  600.11  Green  civil  airway  No.  1 
(Patricia  Bay,  British  Columbia  to  Vnit~ 
ed  States-Canadian  Border  via  MillU 
nocket,  Maine).  That  airspace  over 
United  States  territory  lying  within  2 
miles  either  side  of  the  southwest  course 
of  the  Vancouver,  British  Columbia, 
radio  range  betw'een  the  intersection  of 
the  north  course  of  the  Patricia  Bay, 
British  Columbia,  radio  range  and  the 
southwest  course  of  the  Vancouver,  Brit¬ 
ish  Columbia,  radio  range  and  the  Van¬ 
couver,  British  Columbia,  radio  range 
station.  That  airspace  over  United 
States  territory  lying  within  5  miles 
either  side  of  direct  lines  from  the 
Megantic,  Quebec,  Canada,  radio  range 
station  via  the  Millinocket,  Maine,  radio 
range  station  to  the  Piedericton,  New 
Brunswick,  radio  range  station. 

2.  Section  600.16  Green  civil  airway 
No.  6  (Laredo,  Tex.,  to  Norfolk,  Va.)  is 
amended  between  the  Palacios,  Tex.,  ra¬ 
dio  range  station  and  the  Lake  Charles, 
La.,  radio  range  station  by  deleting  the 
following  portion :  “Houston,  Tex.,  radio 
range  station;  Beaumont,  Tex.,  radio 
range  station;  Lake  Charles,  La.,  radio 
range  station;”  and  by  adding  the  fol¬ 
lowing  portion  to  read:  "the  Intersection 
of  the  southeast  course  of  the  Palacios, 
Tex.,  radio  range  and  the  southwest 
course  of  the  Galveston,  Tex.,  radio 
range;  Galveston,  Texas,  radio  range 


station;  Lake  Charles,  La.,  radio  range 
station; 

3.  Section  6G0.103  Amber  civil  airway 
No.  3  (El  Paso.  Tex.,  to  Great  Falls, 
Mont.)  is  amended  by  deleting  the  por¬ 
tion  which  reads:  “the  intersection  of 
the  north  course  of  the  Cheyenne,  Wyo., 
radio  range  and  the  southeast  course  of 
the  Douglas,  Wyo.,  radio  range;  Douglas, 
Wyo.,  radio  range  station;  the  intersec¬ 
tion  of  the  northwest  course  of  the 
Douglas,  Wyo.,  radio  range  and  the  east 
course  of  the  Casper,  Wyo.,  radio  range; 
Casper,  Wyo.,  radio  range  station;”  and 
by  adding  the  following  portion  in  lieu 
thereof:  “the  intersection  of  the  north 
course  of  the  Cheyenne,  Wyo.,  radio 
range  and  the  east  course  of  the  Casper, 
Wyo.,  radio  range;  Casper,  Wyo.,  radio 
range  station;” 

4.  Section  600.209  Red  civil  airway 
No.  9  (San  Diego,  Calif.,  to  Winslow, 
Ariz.)  is  amended  between  the  Yuma, 

.  Ariz.,  radio  range  station  and  the  Gila 
Bend,  Ariz.,  radio  range  station  by  add¬ 
ing  the  following  portion  to  read:  “the 
intersection  of  the  east  course  of  the 
Yuma,  Ariz.,  radio  range  and  the  west 
course  of  the  Gila  Bend,  Ariz.,  radio 
range;” 

5.  Section  600.248  Red  civil  airway 
No.  48  (Missoula,  Mont.,  to  Livingston, 
Mont.)  Is  amended  by  correcting  name 
of  facility  at  Livingston,  Mont.,  from 
“radio  marker  station.”  to  “radio  range 
station.” 

6.  Section  600.296  is  added  to  read: 

5  600.296  Red  civil  airway  No.  96 
(Palacios,  Tex.,  to  Baton  Rouge,  La.). 
Prom  the  Palacios,  Tex.,  radio  range  sta¬ 
tion  via  the  Houston.  Tex.,  radio  range 
station;  Beaumont,  Tex.,  radio  range 
station  to  the  Lake  Charles,  La.,  radio 
range  station.  Prom  the  intersection  of 
the  east  course  of  the  Lake  Charles,  La., 
radio  range  and  the  southwest  course  of 
the  Baton  Rouge,  La.,  radio  range  via 
the  Baton  Rouge,  La.,  radio  range  sta¬ 
tion  to  the  Madisonville,  La.,  fan  marker. 

7.  Section  600.632  Blue  civil  airway 
No.  32  (Pendleton,  Oreg.,  to  Talkeetna, 
Alaska)  is  amended  between  the  Seattle 
Wash.,  radio  range  station  and  the 
United  States-Canadian  Border  to  read: 
“From  the  Seattle,  Wash.,  radio  range 
station  via  the  Intersection  of  the  north¬ 
west  course  of  the  Seattle,  Wash.,  radio 
range  and  the  south  course  of  the 
Patricia  Bay,  British  Columbia,  radio 
range;  the  Patricia  Bay,  British  Colum¬ 
bia,  radio  range  station  to  the  intersec¬ 
tion  of  the  north  course  of  the  Patricia 
Bay,  British  Columbia,  radio  range  and 
the  southeast  course  of  the  Comox, 
British  Columbia,  radio  range,  excluding 
the  portion  which  lies  outside  the  con¬ 
tinental  United  States.” 

8.  Section  600.641  is  amended  to  read: 

§  600.641  Blue  civil  airway  No.  41 
{Hartford,  Conn.,  to  United  States- 
Canadian  Border).  From  the  Hartford, 
Conn.,  radio  range  station  via  the  inter¬ 
section  of  the  northwest  course  of  the 
Hartford,  Conn.,  radio  range  and  the 
south  course  of  the  Westfield,  Mass., 
radio  range;  Westfield,  Mass.,  radio 
range  station;  the  intersection  of  the 
north  course  of  the  Westfield,  Mass., 
radio  range  and  the  southwest  course 
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of  the  Concord.  N.  H.,  radio  range; 
Concord.  N.  H..  radio  range  to  the  Port¬ 
land.  Maine,  radio  range  station.  From 
the  Bangor.  Maine,  radio  range  station 
to  the  intersection  of  the  northeast 
course  of  the  Bangor.  Maine,  radio  range 
and  the  United  States-Canadian  border. 

9.  Section  600.645  Blue  civil  airway 
No.  45  (Lake  Charles,  La.,  to  Baton 
Rouge,  La.)  is  revoked. 

10.  Section  600.6004  is  amended  by 
changing  the  caption  to  read;  “VOR 
cii'il  airway  No.  4  (Portland,  Or  eg.,  to 
Washington,  D.  C.)”,  by  changing  the 
first  portion  to  read:  “From  the  Port¬ 
land  < Manor).  Oreg.,  omnirange  station 
via  the  The  Dalles.  Oreg..  omnirange 
station;  intersection  of  the  The  Dalles 
omnirange  96°  True  and  the  Pendleton 
omnirange  254°  True  radials;’’,  and  by 
changing  the  portion  between  St.  Louis, 
Mo.,  omnirange  station  and  Louisville, 
Ky.,  omnirange  station  to  read:  “St. 
Louis,  Mo.,  omnirange  station,  including 
a  north  alternate;  Evansville.  Ind., 
omnirange  station,  including  a  south 
alternate;  the  intersection  of  the  Evans¬ 
ville  omnirange  80°  True  and  the  Louis¬ 
ville  omnirange  269°  True  radials;  Louis¬ 
ville.  Ky.,  omnirange  station.” 

11.  Section  600.6006  is  amended  by 
changing  caption  to  read;  “VOR  civil 
airway  No.  6  (Oakland,  Calif.,  to  New 
York,  N.  Y.)’\  by  adding  the  following 
first  portion  to  read;  "From  the  Oak¬ 
land.  Calif.,  omnirange  station  via  the 
Sacramento,  Calif.,  omnirange  station; 
intersection  of  Sacramento  omnirange 
40°  True  and  the  Reno  omnirange  268° 
True  radials:  Reno.  Nev.,  omnirange 
station:  Lovelock,  Nev.,  omnirange  sta¬ 
tion;  Battle  Mt.,  Nev.,  omnirange  sta¬ 
tion  to  the  Wells,  Nev.,  omnirange  sta¬ 
tion.”,  and  by  deleting  “Millersburg, 
Ind  ,  omnirange  station,  including  a 
south  alternate;”  and  adding  in  lieu 
thereof;  “Goshen,  Ind.,  omnirange  sta¬ 
tion.  including  a  south  alternate;” 

12.  Section  600.6007  VOR  civil  air~ 
way  No.  7  (Miami,  Fla.,  to  Milwaukee, 
Wis.)  is  amended  by  changing  the  last 
portion  to  read:  “From  the  Evansville, 
Ind.,  omnirange  station  via  the  Terre 
Haute,  Ind.,  omnirange  station,  includ¬ 
ing  a  west  alternate;  La  Fayette,  Ind., 
omnirange  station,  including  a  west 
alternate:  Chicago  Heights.  Ill.,  omni¬ 
range  station,  including  an  east  and  a 
west  alternate;  the  intersection  of  the 
Chicago  Heights  omnirange  342°  True 
and  the  Milwaukee  omnirange  179°  True 
radials  to  the  Milwaukee,  Wis.,  omni¬ 
range  station.” 

13.  Section  600.6008  VOR  civil  airway 
No.  s  (Long  Beach,  Calif.,  to  Washington, 
D.  C.)  is  amended  by  deleting  “Millers¬ 
burg,  Ind.,  omnirange  station;”  and  by 
adding  in  lieu  thereof:  “Goshen,  Ind., 
omnirange  station;” 

14.  Section  600.6012  VOR  civil  airway 
No.  l.i  (Albuquerque,  N.  Mex.,  to  Phila¬ 
delphia,  Pa.)  is  amended  by  deleting 
“Loogootee,  Ill.,  omnirange  station,  in¬ 
cluding  a  north  alternate;”  and  by  add¬ 
ing  in  lieu  thereof;  “Vandalia,  Ill.,  omni- 
range  station,  including  a  north  alter¬ 
nate;” 

15.  Section  600.6014  VOR  civil  airway 
No.  I  i  (Roswell  N.  Mex.,  to  Boston,  Mass.) 
is  amended  by  deleting  “Loogootee,  Ill., 


omnirange  station,  including  a  north  al¬ 
ternate;”  and  by  adding  in  lieu  thereof; 
“Vandalia.  Ill.,  omnirange  station,  in¬ 
cluding  a  north  alternate;” 

.  16.  Section  600.6021  VOR  civil  airway 
No.  21  (Long  Beach,  Calif.,  to  United 
States-Canadian  Border)  Is  amended 
between  Delta,  Utah,  omnirange  sta¬ 
tion  and  Salt  Lake  City,  Utah,  omnirange 
station  to  read:  “Delta,  Utah,  omnirange 
station;  intersection  of  the  Delta  omni¬ 
range  023°  True  and  Salt  Lake  City  om¬ 
nirange  179°  True  radials;  Salt  Lake 
City,  Utah,  omnirange  station;” 

17.  Section  600.6022  is  amended  to 
read; 

§  600.6022  VOR  civil  airway  No.  22 
(Mobile,  Ala.,  to  Tallahassee,  Fla.), 
From  the  Mobile.  Ala.,  omnirange  sta¬ 
tion  via  the  intersection  of  the  Mobile 
omnirange  70°  True  and  the  Crestview 
omnirange  274°  True  radials;  Crestview, 
Fla.,  omnirange  station;  Marianna.  Fla., 
omnirange  station  to  the  Tallahassee, 
Fla.,  omnirange  station,  excluding  that 
portion  above  19,000  feet  which  lies  with¬ 
in  the  Tyndall  AFB  danger  area  (Area 
II ) ,  between  sunset  and  sunrise. 

18.  Section  600.6023  is  amended  to 
read: 

§  600.6023  VOR  civil  airway  No.  23 
(San  Diego,  Calif.,  to  Bellingham, 
Wash.).  From  the  San  Diego.  Calif., 
omnirange  station  via  the  intersection  of 
the  San  Diego  omnirange  337°  True  and 
the  Long  Beach  omnirange  133°  True 
radials  to  the  Long  Beach,  Calif.,  omni¬ 
range  station.  From  the  Bakersfield, 
Calif.,  omnirange  station  via  the  Fresno, 
Calif.,  omnirange  station;  Modesto, 
Calif.,  omnirange  station;  Sacramento, 
Calif.,  omnirange  station  to  the  Red 
Bluff,  Calif.,  omnirange  station.  From 
the  Medford,  Oreg.,  omnirange  station 
via  the  Eugene,  Oreg.,  omnirange  sta¬ 
tion;  Portland  (Manor),  Oreg.,  omni¬ 
range  station,  including  a  west  alternate 
via  the  intersection  of  the  Eugene  omni¬ 
range  341°  True  and  the  Newburg  omni¬ 
range  204°  True  radials,  the  Newburg, 
Oreg.,  omnirange  station,  and  the  inter¬ 
section  of  the  Newburg  omnirange  020° 
True  and  the  Portland  (Manor)  omni¬ 
range  234°  True  radials;  intersection  of 
the  Portland  (Manor)  omnirange  353° 
True  and  the  Seattle  omnirange  197* 
True  radials,  excluding  that  portion 
which  overlaps  the  Fort  Lewis  danger 
area;  Seattle,  Wash.,  omnirange  sta¬ 
tion;  intersection  of  the  Seattle  omni¬ 
range  359°  True  and  the  Bellingham  om¬ 
nirange  169°  True  radials  to  the  Belling¬ 
ham,  Wash.,  omnirange  station. 

19.  Section  600.6025  is  amended  to 
read: 

§  600.6025  VOR  civil  airway  No.  25 
(Oakland,  Calif.,  to  Red  Bluff,  Calif.). 
Fiom  the  Oakland,  Calif.,  omnirange 
station  via  the  Sacramento,  Calif.,  om¬ 
nirange  station  to  the  Red  Bluff,  Calif,, 
omnirange  station. 

20.  Section  600.6027  is  amended  to 
read: 

§  600.6027  VOR  civil  airway  No.  27 
(San  Francisco,  Calif.,  to  Oakland, 
Calif.).  Prom  the  San  Francisco,  Calif., 
omnirange  station  to  the  Oakland,  Calif., 
omnirange  station. 


21.  Section  600.6028  Is  amended  to 
read : 

§  600.6028  VOR  civil  airway  No.  28 
(Oakland,  Calif.,  to  Modesto,  Calif.). 
Prom  the  Oakland,  Calif.,  omnirange 
station  to  the  Modesto,  Calif.,  omnirange 
station. 

22.  Section  600.6032  Is  amended  to 
read : 

§  600.6032  VOR  civil  airway  No.  32 
(Wells,  Nev.,  to  Fort  Bridger,  Wyo.). 
Piom  the  Wells,  Nev.,  omnirange  sta¬ 
tion  via  to  the  Wendover,  Utah,  omni¬ 
range  station;  Salt  Lake  City,  Utah,  om¬ 
nirange  station  to  the  Fort  Bridger, 
Wyo.,  omnirange  station. 

23.  Section  600.6040  VOR  civil  airway 
No.  40  (Flint,  Mich.,  to  Pittsburgh,  Pa.> 
is  amended  by  deleting  “Lansing,  Mich., 
omnirange  74°  True”  and  by  adding  in 
lieu  thereof;  “Lansing,  Mich.,  omni¬ 
range  71°  True” 

24.  Section  600.6048  VOR  civil  airway 
No.  48  (Burlington.  Iowa,  to  Chicago 
Heights.  III.)  is  amended  by  deleting 
“Burlington  omnirange  94°  True”  and 
by  adding  in  lieu  thereof:  “Burlington 
omnirange  93°  True” 

25.  Section  600.6055  VOR  civil  airway 
No.  55  (Dayton,  Ohio,  to  Muskegon, 
Mich.)  Is  amended  by  deleting  “Millers¬ 
burg,  Ind.,  omnirange  station;”  and  by 
adding  in  lieu  thereof:  “Goshen,  Ind., 
omnirange  station;” 

26.  Section  600.6059  VOR  civil  airway 
No.  59  (Evansville,  Hid.,  to  Bradford,  III.) 
is  amended  by  changing  first  portion  to 
read:  “Prom  the  Evansville,  Ind.,  omni¬ 
range  station  to  the  Vandalia,  Ill.,  omni¬ 
range  station,  including  an  east  alter¬ 
nate.” 

27.  Section  600.6066  VOR  civil  airway 
No.  66  (San  Diego,  Calif.,  to  Midland, 
Tex.)  is  amended  between  Yuma,  Ariz., 
omnirange  station  and  Gila  Bend,  Ariz., 
omnirange  station  to  read:  “Yuma,  Ariz., 
omnirange  station;  intersection  of  the 
Yuma  omnirange  87°  True  and  the  Gila 
Bend  omnirange'  261°  True  radials;  Gila 
Bend,  Ariz.,  omnirange  station;” 

28.  Section  600.6084  VOR  civil  airway 
No.  84  (Lansing,  Mich.,  to  Flint,  Mich.) 
is  amended  by  deleting  “Lansing  omni¬ 
range  74°  Ttue”  and  by  adding  in  lieu 
thereof:  “Lansing  omnirange  71°  True" 

29.  Section  600.6101  is  amended  to 
read; 

§  600.6101  VOR  civil  airway  No.  101 
(Ogden,  Utah,  to  Burley,  Idaho).  From 
the  Ogden,  Utah,  omnirange  station  to 
the  Burley,  Idaho,  omnirange  station. 

30.  Section  600.6109  is  added  to  read: 

§  600.6109  VOR  civil  airway  No.  109 
[Unassigned.] 

31.  Section  600.6110  Is  added  to  read: 

§  600.6110.  VOR  civil  airway  No.  llO 
(San  Francisco,  Calif.,  to  Modesto, 
Calif.).  Piom  the  point  of  intersection 
of  the  San  Francisco  omnirange  218° 
True  radial  and  a  line  bearing  319°  True 
from  the  Salinas,  Calif.,  VHP  VAR  sta¬ 
tion  via  the  San  Francisco,  Calif.,  omni¬ 
range  station;  intersection  of  the  San 
Francisco  omnirange  038°  True  and  the 
Modesto  omnirange  273°  True  radials 
to  the  Modesto,  Calif.,  omnirange  station. 
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(Sec.  205,  52  Stat.  984,  as  amended:  49  U.  S.  C. 
425.  Interpret  or  apply  sec.  302.  52  Stat.  985, 
as  amended;  49  U.  S.  C.  452) 

This  amendment  shall  become  effective 
0001,  e.  s.  t.,  June  10,  1952. 

[seal]  P.  B.  Lee, 

Acting  Administrator 
of  Civil  Aeronautics. 

[F.  R.  Doc.  52-6315;  Piled,  June  9,  1952; 
8:46  a.  m.] 


[Arndt.  74] 

Part  601 — Designation  of  Control  Areas, 

Control  Zones,  and  Reporting  Points 

ALTERATIONS 

The  control  area,  control  zone  and 
reporting  point  alterations  appearing 
hereinafter  have  been  coordinated  with 
the  civil  operators  involved,  the  Army, 
the  Navy  and  the  Air  Force,  through  the 
Air  Coordinating  Committee,  Airspace 
Subcommittee,  and  are  adopted  to  be¬ 
come  effective  when  indicated  in  order 
to  promote  safety  of  the  flying  public. 
Compliance  with  the  notice,  procedures, 
and  effective  date  provisions  of  section  4 
of  the  Administrative  Procedure  Act 
would  be  impracticable  and  contrary  to 
public  interest,  and  therefore  is  not  re- 
Quired. 

Part  601  is  amended  as  follows: 

1.  Section  601.11  is  amended  by  chang¬ 
ing  caption  to  read: 

5  601.11  Green  civil  airway  No.  1  con~ 
trol  areas  (Patricia  Bay.  British  Co~ 
lumbia,  to  United  States-Canadian 
Border  via  Millinocket,  Maine). 

2.  Section  601.101  is  amended  to  read: 

§  601.101  Amber  civil  airway  No.  1 
control  areas  (United  States-Mexican 
Border  to  Nome,  Alaska).  Those  por¬ 
tions  of  Amber  civil  airway  No.  1  within 
the  limits  of  the  continental  United 
States.  Prom  the  intersection  of  the 
southeast  course  of  the  Sitka,  Alaska, 
radio  range  and  the  United  States- 
Canadian  Border  to  a  line  extended  at 
right  angles  across  such  airway  through 
a  point  25  miles  northwest  of  the 
McGrath,  Alaska,  radio  range  station. 
From  a  line  extended  at  right  angles 
across  such  airway  through  a  point  50 
miles  southeast  of  the  Nome,  Alaska, 
radio  range  station  to  the  Nome,  Alaska, 
radio  range  station. 

3.  Section  601.239  is  amended  to  read: 

§  601.239  Red  civil  airway  No.  39 
control  areas  (Bethel,  Alaska,  to  Fair- 
Ixinks.  Alaska).  Prom  a  line  extended 
8t  right  angles  across  such  airway 
through  a  point  25  miles  southwest  of 
the  McGrath.  Alaska,  radio  range  sta¬ 
tion  to  the  Fairbanks,  Alaska,  radio 
tange  station. 

4.  Section  601.296  is  added  to  read: 

§  601.298  Red  civil  airway  No.  96 
control  areas  (Palacios,  Tex.,  to  Baton 
^ouge.  La.).  All  of  Red  civil  airway  No. 
96. 

5.  Section  601.641  is  amended  by 
changing  caption  to  read; 


8  601.641  Blue  civil  airway  nJ^  41 
control  areas  (Hartford,  Conn.,  to  United 
States-Canadian  Border). 

6.  Section  601.645  Blue  civil  airway  No. 
45  control  areas  (Lake  Charles,  La.,  to 
Baton  Rouge,  La.)  is  revoked. 

7.  Section  601.1137  Control  area  ex¬ 
tension  (Key  West,  Fla.)  is  amended  by 
changing  name  “Miami  West  Oceanic 
control  area”  to  read:  “New  Orleans 
Oceanic  Control  Area.” 

8.  Section  601.1171  is  amended  to 
read: 

§  601.1171  Control  area  extension  (El 
Paso,  Tex.).  Within  5  miles  either  side 
of  the  north  course  of  the  El  Paso  radio 
range  extending  from  the  radio  range 
station  to  a  point  10  miles  north  of  the 
Newman  non-directional  radio  beacon, 
excluding  the  portion  which  overlaps 
danger  areas,  and  all  that  area  south  of 
El  Paso  bounded  on  the  northeast  by 
VOR  civil  airway  No.  66,  on  the  south  by 
a  line  5  miles  south  of  and  parallel  to  a 
direct  line  between  the  Clint,  Tex.,  non- 
directional  radio  beacon  and  the  Huds¬ 
peth,  Tex.,  omnirange  station,  and  on 
the  west  by  a  line  5  miles  west  of  and 
parallel  to  the  centerline  of  the  south 
course  of  the  El  Paso,  Tex,,  radio  range, 
excluding  the  portion  which  lies  outside 
the  continental  limits  of  the  United 
States. 

9.  Section  601.1206  is  amended  to 
read: 

§  601.1206.  Control  area  extension 
(Midlarid,  Tex.).  Prom  the  Midland, 
Tex.,  radio  range  station  extending  5 
miles  on  the  northeast  side  of  the  south¬ 
east  course  of  the  radio  range  to  a  point 
25  miles  southeast  of  the  radio  range 
station,  and  all  that  area  between  the 
Midland.  Tex.,  radio  range  station  and 
the  El  Paso,  Tex.,  radio  range  station 
bounded  on  the  north  by  Green  civil  air¬ 
way  No.  5  and  on  the  south  by  VOR  civil 
airway  No.  66. 

10.  Section  601.1213  is  added  to  read: 

§  601.1213  Control  area  extension 
(Chatsworth,  Calif.).  All  that  area 
bounded  on  the  northwest  by  Green  civil 
airway  No.  4,  on  the  east  by  Amber  civil 
airway  No.  1.  and  on  the  south  by  Red 
civil  airway  No.  90. 

11.  Section  601.1227  Control  area  ex¬ 
tension  (Tampa,  Fla.)  is  revoked. 

12.  Section  601.1227  is  added  to  read: 

§  601.1227  Control  area  extension 
(Lovelock,  Nev.).  Prom  the  Lovelock, 
Nev.,  omnirange  station  extending  5 
miles  either  side  of  the  18°  True  radial 
of  the  omnirange  to  a  point  15  miles 
north,  and  extending  5  miles  either  side 
of  the  198°  True  radial  of  the  omnirange 
to  Green  civil  airway  No.  3. 

13.  Section  601.1230  Control  area  ex¬ 
tension  (Miami.  Fla.)  is  amended  by 
changing  name  “Miami  Oceanic  Control 
Area”  to  read:  “New  Orleans  Oceanic 
Control  Area.” 

14.  Section  601.1257  Control  area  ex¬ 
tension  (Millersburg,  Ind.)  is  revoked. 

15.  Section  601.1257  is  added  to  read: 

§  601.1257  Control  area  extension 
(Goshen,  Ind.).  All  that  area  within  a 


15  mile  radius  of  the  Goshen.  Ind.,  omni¬ 
range  station. 

16.  Section  601.1282  Control  area  ex¬ 
tension  (Wichita,  Kans.)  is  amended  by 
adding  the  following  portion  of  present 
control  area  extension:  “and  all  that 
area  south  of  the  Wichita,  Kans.,  radio 
range  station  bounded  on  the  southwest 
by  Blue  civil  airway  No.  22.  on  the  west 
by  Blue  civil  airway  No.  5  and  on  the 
northeast  by  VOR  civil  airway  No.  73. 
and  the  area  bounded  on  the  northeast 
by  Blue  civil  airway  No.  22.  on  the  south¬ 
west  by  VOR  civil  airw'ay  No.  74  and  on 
the  west  by  Blue  civil  airway  No.  5,” 

17.  Section  601.1285  is  amended  to 
read: 

§  601.1285  Control  area  extension 
(Shreveport,  La.).  All  that  area  within 
a  40  nautical  mile  radius  of  Barksdale 
Air  Force  Base. 

18.  Section  601.1305  Control  area  ex¬ 
tension  (Mountain  Home,  Idaho)  is 
amended  by  adding  the  following  to 
present  control  area  extension:  “exclud¬ 
ing  the  portion  which  overlaps  danger 
areas.” 

19.  Section  601.1983  3-mile  control 
zone  is  amended  by  correcting  name  of 
airport  at  Everett,  Wash.,  to  read: 
“Everett,  Wash.:  Paine  APB.” 

20.  Section  601.1984  5-mile  control 
zone  is  amended  by  adding  the  following 
airports  to  read: 

Farewell,  Alaska :  Farewell  Airport. 

McGrath,  Alaska;  McGrath  Airport. 

Minchumina,  Alaska:  Minchumina,  Air¬ 
port. 

Nantucket,  Mass.:  Nantucket  Memorial 
Airport. 

and  by  correcting  name  of  airport  at 
Rome,  N.  Y.,  from  “Rome,  N.  Y.:  Rome 
AAP”  to  read:  “Rome,  N.  Y.:  GrifiBss 
AFB.” 

21.  Section  601.2038  is  amended  to 
read : 

§  601.2038  Shreveport,  La.,  control 
zone.  Within  a  5  mile  radius  of  the 
Shreveport  Municipal  Airport  extending 
5  miles  either  side  of  the  northwest 
course  of  the  Shreveport  radio  range 
from  the  Airport  to  the  Dixie  Fan 
Marker,  and  within  a  7  mile  radius  of 
Barksdale  AFB  extending  5  miles  either 
side  of  the  southeast  course  of  the  Barks¬ 
dale  AFB  radio  range  from  the  Air  Force 
Base  to  the  Elm  Grove  Fan  Marker. 

22.  Section  601.2223  is  amended  to 
read: 

8  601.2223  Charleston,  W.  Va..  control 
zone.  Within  a  5  mile  radius  of  the 
Kanawha  County  Airport,  extending  2 
miles  either  side  of  the  ILS  localizer 
course  to  a  point  10  miles  northeast  of 
the  outer  marker,  and  within  2  miles 
either  side  of  the  east  and  west  courses 
of  the  Charleston,  W.  Va.,  radio  range 
extending  from  the  localizer  course  to  a 
point  10  miles  west  of  the  radio  range 
station. 

23.  Section  601.2234  Miami.  Fla.,  con¬ 
trol  zone  is  amended  by  changing  name 
“Naval  Air  Station”  to  read:  “MCAS, 
Miami.  Fla.” 

24.  Section  601.4011  is  amended  by 
changing  caption  to  read: 
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S  601.4011  Green  civil  airway  No.  1 
(Patricia  Bay,  British  Columbia  to 
United  States -Canadian  Border  via  Mil- 
linocket,  Maine). 

25.  Section  601.4016  Green  civil  airway 
No.  6  (Laredo.  Tex.,  to  Norfolk,  Va.)  is 
amended  by  deleting  the  following  re¬ 
porting  points:  “the  intersection  of  the 
southwest  cour.se  of  the  Houston,  Tex., 
radio  range  and  the  southeast  course  of 
the  Richmond,  Tex.,  radio  range;  Hous¬ 
ton,  Tex.,  radio  range  station;  Beau¬ 
mont.  Tex.,  radio  range  station;’’ 

26.  Section  601.4101  Amber  civil  airway 
No.  1  (United  States- Mexican  Border  to 
Nome,  Alaska)  is  amended  by  adding 
the  following  reporting  points  between 
the  Skwentna,  Alaska,  radio  range  sta¬ 
tion  and  the  Nome,  Alaska,  radio  range 
station:  “Farewell,  Alaska,  radio  range 
station;  McGrath.  Alaska,  radio  range 
station;” 

27.  Section  601.4239  is  amended  to 
read: 

§  601.4239  Red  civil  airway  No.  39 
(Bethel,  Alaska,  to  Fairbanks,  Alaska). 
Minchumina,  Alaska,  radio  range  sta¬ 
tion;  Nenana,  Alaska,  radio  range  sta¬ 
tion. 

23.  Section  601.4296  is  added  to  read: 

§  601.4296  Red  civil  airway  No.  96 
(Palacios,  Tex.,  to  Baton  Rouge,  La.). 
The  intersection  of  the  southwest  course 
of  the  Houston.  Tex.,  radio  range  and 
the  southeast  course  of  the  Richmond, 
Tex.,  radio  range;  Houston,  Tex.,  radio 
range  station;  Beaumont,  Tex.,  radio 
range  station. 

29.  Section  601.4641  is  amended  by 
changing  caption  to  read: 

§  601.4641  Blue  civil  airway  No.  41 
(Hartford.  Conn.,  to  United  States- 
Canadian  Border). 

30.  Section  601.4645  Blue  civil  airway 
No.  45  (Lake  Charles,  La.,  to  Baton 
Rouge.  La.)  is  revoked. 

31.  Section  601,6004  is  amended  by 
changing  the  caption  to  read: 

5  601.6004  VOR  civil  airway  No.  4 
control  areas  (Portland,  Oreg.,  to  Wash¬ 
ington,  D.  C.). 

32.  Section  601.6006  is  amended  by 
changing  the  caption  to  read: 

5  601.6006  VOR  civil  airway  No.  6 
control  areas  (Oakland,  Calif.,  to  New 
York,  N.Y.). 

33.  Section  601.6023  is  amended  to 
read: 

§  601.6023  VOR  civil  airway  No.  23 
control  areas  (San  Diego,  Calif.,  to  Bell- 
ington.  Wash.).  All  of  VOR  civil  airway 
No.  23  including  a  west  alternate. 

34.  Section  601.6025  is  amended  to 
read: 

§  601.6025  VOR  civil  airway  No.  25 
control  areas  (Oakland.  Calif.,  to  Red 
Bluff.  Calif.).  All  of  VOR  civil  airway 
No.  25. 

35.  Section  601.6027  is  amended  to 
read: 

§  601.6027  VOR  civil  airway  No.  27 
control  areas  (San  Francisco,  Calif.,  to 


Oakland.  Calif.).  All  of  VOR  civil  air¬ 
way  No.  27. 

36.  Section  601.6028  is  amended  to 
read: 

§  601.6028  VOR  civil  airway  No.  28 
control  areas  (Oakland,  Calif.,  to  Mo¬ 
desto,  Calif.).  All  of  VOR  civil  airway 
No.  28. 

37.  Section  601.6032  is  amended  to 
read: 

§  601.6032  VOR  civil  airway  No.  32 
control  areas  (Wells,  Nev.,  to  Fort 
Bridger,  Wyo.) .  All  of  VOR  civil  airway 
No.  32. 

38-  Section  601.6101  is  amended  to 
read: 

§  601.6101  VOR  civil  airway  No.  101 
control  areas  (Ogden,  Utah,  to  Burley, 
Idaho).  All  of  VOR  civil  airway  No.  101. 

39.  Section  601.6109  is  added  to  read: 

§  601.6109  VOR  civil  airway  No.  109 
control  areas.  [Unassigned.] 

40.  Section  601.6110  is  added  to  read; 

§601.6110  VOR  civil  airway  No.  110 
control  areas  (San  Francisco,  Calif.,  to 
Modesto,  Calif.).  All  of  VOR  civil  air¬ 
way  No.  110. 

41.  Section  601.7001  is  amended  by 
deleting  the  following  reporting  points: 

Eau  Claire,  Wis.,  omnirange  station. 

Green  Bay,  Wis.,  omnirange  station. 

Joliet,  Ill.,  omnirange  station. 

Vandalia,  Ill.,  omnirange  station. 

Wausau,  Wis.,  omnirange  station. 

(Sec.  205,  52  Stat.  984,  as  amended;  49  U.  S.  C. 
425.  Interpret  or  apply  sec.  601,  52  Stat.  1007, 
as  amended:  49  U.  S.  C.  551) 

This  amendment  shall  become  effective 
0001,  e.  s.  t.,  June  10,  1952. 

[seal]  ’  F.  B.  Lee, 

Acting  Administrator 
of  Civil  Aeronautics. 

[F.  R.  Doc.  52-6316;  Piled,  June  9,  1952; 
8:46  a.  m.] 


[Arndt.  27] 

Part  608 — Danger  Areas 

ALTERATION 

The  danger  area  alteration  appearing 
hereinafter  has  been  coordinated  with 
the  civil  operators  involved,  the  Army, 
the  Navy,  and  the  Air  Force,  through  the 
Air  Coordinating  Committee,  Airspace 
Subcommittee,  and  is  adopted  to  become 
effective  when  indicated  in  order  to  pro¬ 
mote  safety  of  the  flying  public.  Since 
a  military  function  of  the  United  States 
is  involved,  compliance  with  the  notice, 
procedures,  and  effective  date  provisions 
of  section  4  of  the  Administrative  Proce¬ 
dure  Act  is  not  required. 

Part  608  is  amended  as  follows: 

In  §  608.12,  the  Yuma,  Arizona  area 
(D-382),  published  on  October  6,  1951, 
in  16  F.  R.  10204,  is  amended  by  changing 
the  “Description  by  Geographical  Co¬ 
ordinates”  column  to  read: 

Beginning  at  lat,  33*00'00’'  N,  long. 
113*52'00''  W;  due  S  to  lat.  32*55'45''  N; 
WSW  to  lat.  32“54'45”  N,  long.  114'00'00” 
W;  due  S  to  lat.  32'’52'15’'  N;  westerly  to 


lat.  32*51'15''  N,  long.  114'’21'00''  W;  due 
N  to  lat.  32*52’30''  N;  WSW  to  lat.  32*51'15’' 
N.  long.  114*31'00''  W;  due  N  to  lat.  33°00’00" 
N:  due  E  to  lat.  33*00'00''  N,  long.  113”52'00” 
W,  point  of  beginning. 

(Sec.  205,  52  Stat.  984,  as  amended;  49 
U.  S.  C.  425.  Interprets  or  applies  sec.  601, 
52  Stat.  1007,  as  amended;  49  U.  S.  C.  551) 

This  amendment  shall  become  effec¬ 
tive  on  June  10,  1952, 

[seal]  F.  B.  Lee, 

Acting  Administrator 
of  Civil  Aeronautics. 

[P.  R.  Doc.  52-6314;  Filed,  June  9,  1S52; 
8:46  a.  m.] 


TITLE  20— EMPLOYEES’ 
BENEFITS 

Chapter  V — Bureau  of  Employment 
Security,  Department  of  Labor 

Part  604 — Policies  of  the  United 
States  Employment  Service 

OCCUPATIONAL  ANALYSIS  ACTIVITIES 

Pursuant  to  the  authority  vested  in  me 
by  .section  12,  48  Stat,  117,  as  amended, 
29  U.  S.  C.  49k,  Reorganization  Plan  No.  2 
of  1949  and  by  delegation  from  the  Sec¬ 
retary  of  Labor,  this  part  is  amended  in 
the  manner  set  forth  below: 

A  new  section  designated  as  §  604.18  is 
added  as  follows: 

§  604.18  Occupational  analysis  activ¬ 
ities.  It  is  the  policy  of  the  United  States 
Employment  Service : 

(a)  To  use  the  Dictionary  of  Occupa¬ 
tional  Titles,  job  descriptions,  and  other 
occupational  tools  to  promote  sound 
interviewing,  placement,  and  counseling. 

(b)  To  use  the  classification  structure 
of  the  Dictionary  of  Occupational  Titles 
as  the  basic  system  for  identifying  and 
classifying  applications  and  employer 
orders,  and  for  statistical  reporting. 

(c)  To  promote  the  development  of 
new  or  improved  occupational  analysis 
products  or  techniques  that  will  contrib¬ 
ute  to  better  employment  service  opera¬ 
tions. 

(d)  To  engage  in  job  analysis  and  re¬ 
lated  activities  as  a  means  of  keeping 
United  States  Employment  Service  occu¬ 
pational  source  material  and  publica¬ 
tions  abreast  of  the  technological 
changes  that  occur  in  occupations. 

(e)  To  supply  information  about 
occupational  analysis  materials,  tech¬ 
niques,  and  their  use  to  employers,  to 
labor  organizations,  and  to  government 
and  private  agencies,  and  to  encourage 
the  collaboration  of  such  organizations 
In  the  development  of  occupational 
analysis  materials. 

(Sec.  12.  48  stat,  117;  29  U.  S.  C.  49  k. 
Interprets  or  applies  48  Stat.  113,  as  amended. 
58  Stat.  293;  29  U.  S.  C.  49^91,  38  U.  S.  C. 
695-695f) 

Signed  at  Washington,  D.  C.,  this  3d 
day  of  June  1952. 

Robert  C.  Goodwin, 
Director  of  the  Bureau 
of  Employment  Security. 

[P.  R.  Doc.  52-6318;  Filed,  June  9,  1952; 
8:45  a.  m.j 


Tuesday,  June  Itf,  1952 

title  26— internal  REVENUE 

Chapter  I — Bureau  of  Internal  Reve¬ 
nue,  Department  of  the  Treasury 

Subchapter  A — Income  and  Excess  Profits  Taxes 
[Regs.  Ill;  T.  D.  6911] 

Part  29 — Income  Tax;  Taxable  Years 

Beginning  After  December  31,  1941 

MISCELLANEOUS  AMENDMENTS 

On  October  Ip.  1951,  notice  of  proposed 
rule  making,  regarding  section  218  of 
the  Revenue  Act  of  1950,  approved  Sep¬ 
tember  23,  1950,  was  published  in  the 
Federal  Register  (16  F.  R.  10640).  Such 
notice  stated  that  the  regulations  there¬ 
in  set  forth  in  tentative  form  were  sub¬ 
ject  to  any  changes  w'hich  might  be 
necessitated  by  the  Revenue  Bill  of  1951 
(H.  R.  4473)  then  pending  before  the 
Congress.  Legislation  relating  to  the 
subject  matter  of  the  notice  was  enacted 
as  section  331  of  the  Revenue  Act  of  1951, 
approved  October  20.  1951.  After  con¬ 
sideration  of  all  relevant  matter  pre¬ 
sented  by  interested  persons  regarding 
the  rules  proposed,  the  amendments  to 
Regulations  111  (26  CFR  Part  29)  set 
forth  below  are  hereby  adopted.  Such 
amendments  are  necessary  in  order  to 
conform  Regulations  111  to  section  218 
of  the  Revenue  Act  of  1950,  and  to  sec¬ 
tion  331  of  the  Revenue  Act  of  1951. 

Paragr'.ph  1.  There  is  inserted  imme¬ 
diately  following  §  29.130-1  the  follow¬ 
ing: 

Sec.  218.  Stock  options  (rtvenui;  act  or 

1950.  APPROVED  SEPTEMBER  23,  1950]. 

(a)  Treatment  of  certain  employee  stock 
Options.  Supplement  B  of  chapter  1  is  hereby 
amended  by  adding  at  the  end  thereof  the 
following  new  section: 

Sec.  130A.  Employee  stock  options. 

(a)  Treatment  of  restricted  stock  options. 
If  a  share  of  stock  is  transferred  to  an  in¬ 
dividual  pursuant  to  his  exercise  after  19^9 
of  a  restricted  stock  option,  and  no  disposi¬ 
tion  of  such  share  Is  made  by  him  within 
two  years  from  the  date  of  the  granting  of 
the  option  nor  within  six  months  after  the 
transfer  of  such  share  to  him — 

(1)  No  Income  shall  result  at  the  time  of 
the  transfer  of  such  share  to  the  Individual 
upon  his  exercise  of  the  option  with  respect 
to  such  share; 

(2)  No  deduction  under  section  23  (a)  shall 
be  allowable  at  any  time  to  the  employer 
corporation  of  such  Individual  or  Its  parent 
or  subsidiary  corporation  with  respect  to 
the  share  so  transferred;  and 

(3)  No  amount  other  than  the  option  price 
shall  be  considered  as  received  by  either  of 
such  corporations  for  the  share  so  trans¬ 
ferred. 

This  subsection  and  subsection  (b)  shall  not 
®PPly  unless  (A)  the  Individual,  at  the  time 
he  exercises  the  restricted  stock  option,  Is  an 
employee  of  the  corporation  granting  such 
option  or  of  a  parent  or  subsidiary  corpora¬ 
tion  of  such  corporation,  or  (B)  the  option  Is 
exercised  by  him  within  three  months  after 
the  date  he  ceases  to  be  an  employee  of  any 
of  such  corporations, 

(b)  Special  rule  where  option  price  is  be¬ 
tween  85  percent  and  95  percent  of  value  of 
stock.  If  no  disposition  of  a  share  of  stock 
acquired  by  an  Individual  upon  his  exercise 
after  1949  of  a  restricted  stock  option  is  made 
by  him  within  two  years  from  the  date  of 
the  granting  of  the  option  nor  within  six 
months  after  the  transfer  of  such  share  to 
him,  but,  at  the  time  the  restricted  stock 
option  was  granted,  the  option  price  was  less 
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than  95  per  centum  of  the  fair  market  value 
at  such  time  of  such  share,  then.  In  the  event 
of  any  disposition  of  such  share  by  him,  or 
In  the  event  of  his  death  (whenever  occur¬ 
ring)  while  owning  such  share,  there  shall 
be  Included  as  compensation  (and  not  as 
gain  upon  the  sale  or  exchange  of  a  capital 
asset)  in  his  gross  Income,  for  the  taxable 
year  In  which  falls  the  date  of  such  disposi¬ 
tion  or  for  the  taxable  year  closing  with  his 
death,  whichever  Is  applicable,  an  amount 
equal  to  the  amount  (If  any)  by  which  the 
option  price  Is  exceeded  by  the  lesser  of — 

(1)  The  fair  market  value  of  the  share 
at  the  time  of  such  disposition  or  death,  or 

(2)  The  fair  market  value  of  the  share  at 
the  time  the  option  was  granted. 

In  the  case  of  the  disp>osltlon  of  such  share 
by  the  Individual,  the  basis  of  the  share  In 
his  hands  at  the  time  of  such  disposition 
shall  be  Increased  by  an  amount  equal  to 
the  amount  so  includible  In  his  gross  Income. 

(c)  Acquisition  of  new  stock.  If  stock 
transferred  to  an  individual  upon  his  exer¬ 
cise  of  the  option  Is  exchanged  by  him  for 
stock  or  securities  in  an  exchange  within 
the  provisions  of  section  112  (b)  (2)  or  (3), 
or  If  new  stock,  as  described  In  section  113 
(a)  (19),  Is  acquired  upon  a  distribution 
with  respect  to  such  stock,  the  stock  or 
securities  acquired  In  such  exchange  and 
such  new  stock  shall  be  considered  as  having 
been  transferred  to  him  upon  his  exercise 
of  such  option.  A  similar  rule  shall  be  ap¬ 
plied  In  the  case  of  a  series  of  such  exchanges 
or  acquisitions. 

(d)  Definitions.  As  used  In  this  section — 
(1)  Restricted  stock  option.  The  term  “re¬ 
stricted  stock  option”  means  an  option 
granted  after  February  26,  1945,  to  an  in¬ 
dividual,  for  any  reason  connected  with  his 
employment  by  a  corporation.  If  granted  by 
the  employer  corporation  or  Its  parent  or 
subsidiary  corporation,  to  purchase  stock  of 
any  of  such  corporations,  but  only  If — 

(A)  At  the  time  such  option  Is  granted 
the  option  price  Is  at  least  85  per  centum  cf 
the  fair  market  value  at  such  time  of  the 
stock  subject  to  the  option;  and 

(B)  Such  option  by  Its  terms  Is  not  trans¬ 
ferable  by  such  Individual  otherwise  than 
by  will  or  the  laws  of  descent  and  distribu¬ 
tion,  and  Is  exercisable,  during  his  lifetime, 
only  by  him;  and 

(C)  Such  individual,  at  the  time  the 
option  Is  granted,  does  not  own  stock  pos¬ 
sessing  more  than  10  per  centum  of  the  total 
combined  voting  power  of  all  classes  of  stock 
of  the  employer  corporation  or  of  Its  parent 
or  subsidiary  corporation.  For  the  purposes 
of  this  subparagraph — 

(1)  Such  individual  shall  be  considered  as 
owning  the  stock  owned,  directly  or  in¬ 
directly,  by  or  for  his  brothers  and  sisters 
(whether  by  the  whole  or  half  blood),  spouse, 
ancestors,  and  lineal  descendants;  and 

(11)  Stock  owned,  directly  or  Indirectly,  by 
or  for  a  corporation,  partnership,  estate,  or 
trust,  shall  be  considered  as  being  owned 
proportionately  by  or  for  Its  shareholders, 
partners,  or  beneficiaries. 

(2)  Parent  corporation.  The  term  “parent 
corporation”  means  any  corporation  (other 
than  the  employer  corporation)  In  an  un¬ 
broken  chain  of  corporations  ending  with  the 
employer  corporation  If,  at  the  time  of  grant¬ 
ing  of  the  option,  each  of  the  corporations 
other  than  the  employer  corporation  owns 
stock  possessing  more  than  50  per  centum  of 
the  total  combined  voting  power  of  all  classes 
of  stock  In  one  of  the  other  corp>orations  in 
such  chain. 

(3)  Subsidiary  corporation.  The  term 
“subsidiary  corporation"  means  any  corpora¬ 
tion  (other  than  the  employer  corporation) 
In  an  unbroken  chain  of  corporations  begin¬ 
ning  with  the  employer  corporation  If,  at  the 
time  of  the  granting  of  the  option,  each  of 
the  corporations  other  than  the  last  corpora¬ 
tion  In  the  unbroken  chain  owns  stock  pos¬ 
sessing  more  than  50  per  centum  of  the  total 
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combined  voting  power  of  all  classes  of  stock 
In  one  of  the  other  corporations  In  such 
chain. 

(4)  Disposition.  The  term  “disposition” 
Includes  a  sale,  exchange,  gift,  or  any  trans¬ 
fer  of  legal  title,  but  does  not  Include — 

(A)  A  transfer  from  a  decedent  to  his 
estate  or  a  transfer  by  bequest  or  Inheritance; 

(B)  An  exchange  which  is  within  the  pro¬ 
visions  of  section  112  (b)  (2)  or  (3);  or 

(C)  A  mere  pledge  or  hypothecation. 

(e)  Modification,  extension,  or  renewal  of 
option.  For  the  purposes  of  subsection  (d). 
If  the  terms  of  any  option  to  purchase  stock 
are  modified,  extended,  or  renewed,  the  fol¬ 
lowing  rules  shall  be  applied  with  respect 
to  transfers  of  stock  made  upon  an  exercise 
of  the  option  after  the  making  of  such 
modification,  extension,  or  renewal: 

(1)  Such  modification,  extension,  or  re¬ 
newal  shall  be  considered  as  the  granting  of 
a  new  option; 

(2)  The  fair  market  value  of  such  stock  at 
the  time  of  the  granting  of  such  option  shall 
be  considered  as  (A)  the  fair  market  value 
of  such  stock  on  the  date  of  the  original 
granting  of  the  option,  (B)  the  fair  market 
value  of  such  stock  on  the  date  of  the  mak¬ 
ing  of  such  modification,  extension,  or  re¬ 
newal,  or  (C)  the  fair  market  value  of  such 
stock  at  the  time  of  the  making  of  any  Inter¬ 
vening  modification,  extension,  or  renewal, 
whichever  is  the  highest. 

(b)  Effective  date.  The  amendment  made 
by  this  section  shall  be  applicable  with  re¬ 
spect  to  taxable  years  ending  after  December 
31,  1949. 

Sec.  331.  Stock  options  [revenue  act  of 

1951,  APPROVED  OCTOBER  20,  1951  |. 

(a)  Option  subject  to  stockholder  ap¬ 
proval.  Section  130A  (d)  (relating  to  defini¬ 
tion  of  restricted  stock  option)  Is  hereby 
amended  by  striking  out  “As  used  In”  and 
Inserting  “For  the  purposes  of”  and  by 
adding  at  the  end  thereof  the  following: 

(5)  Stockholder  approval.  If  the  grant  of 
an  option  Is  subject  to  approval  by  stock¬ 
holders,  the  date  of  grant  of  the  option 
shall  be  determined  as  if  the  option  had  not 
been  subject  to  such  approval. 

(b)  Effective  date.  The  amendment  made 
by  subsection  (a)  shall  be  effective  as  If  It 
had  been  enacted  as  part  of  section  218  of 
the  Revenue  Act  of  1950. 

5  29.130a-l  Meaning  and  use  of  cer¬ 
tain  terms.  For  the  purpose  of  section 
130A— 

(a)  Option.  (1)  The  term  “option” 
Includes  the  right  or  privilege  of  an  in¬ 
dividual  to  purchase  stock  from  a  cor¬ 
poration  by  virtue  of  an  offer  of  the  cor¬ 
poration  continuing  for  a  stated  period 
of  time,  whether  or  not  irrevocable,  to 
sell  such  stock  at  a  stated  price,  such  in¬ 
dividual  being  under  no  obligation  to 
purchase.  Such  right  or  privilege,  when 
granted,  must  be  evidenced  in  writing. 
The  individual  who  has  such  right  or 
privilege  is  referred  to  as  the  optionee 
and  the  corporation  offering  to  sell  stock 
under  such  an  arrangement  is  referred 
to  as  the  optionor.  While  no  particular 
form  of  words  is  necessary,  the  written 
option  should  express,  among  other 
things,  an  offer  to  sell  at  a  stated  option 
price  and  the  period  of  time  during 
W'hich  the  offer  shall  remain  open. 

(2)  An  option  may  be  granted  as  part 
of  or  In  conjunction  with  an  employee 
stock  purchase  plan  or  subscription 
contract. 

( 3 )  An  arrangement  between  a  corpo¬ 
ration  and  an  employee  may  involve 
more  than  one  option.  For  example,  if 
a  corporation  on  June  1,  1951,  grants  to 
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an  employee  the  right  to  purchase  1,000 
shares  of  its  stock  on  or  after  June  1, 
1952,  another  1,000  shares  on  or  after 
June  1,  1953,  and  a  further  1,000  shares 
on  or  after  June  1.  1954,  all  shares  to  be 
purchased  before  June  1,  1955,  provided 
the  employee  at  the  time  of  exercise  of 
any  of  the  purchase  rights  is  employed 
by  the  corporation,  such  an  arrangement 
will  be  construed  as  the  grant  to  the  em¬ 
ployee  on  June  1,  1951,  of  three  options, 
each  for  the  purchase  of  1,000  shares. 
Similarly,  if  a  corporation  grants  to  an 
employee  on  January  1,  1952,  the  right 
to  purchase  1,000  shares  of  its  stock  at 
$35  per  share  during  1952,  at  $75  per 
share  during  1953,  and  at  $65  per  share 
during  1954,' such  an  arrangement  will 
be  construed  as  the  grant  to  the  em¬ 
ployee  on  January  1, 1952,  of  three  alter¬ 
native  options,  one  option  for  the 
purchase  of  1,000  shares  at  $85  per  share 
during  1952,  an  alternative  option  for 
the  purchase  of  1,000  shares  at  $75  per 
share  during  1953.  and  a  third  alterna¬ 
tive  option  for  the  purchase  of  1,000 
shares  at  $65  per  share  during  1954. 

<b)  Tnne  and  date  of  granting  of  op¬ 
tion.  <1»  The  words  “the  date  of  the 
granting  of  the  option*’  and  “the  time 
such  option  is  granted",  and  similar 
phrases,  refer  to  the  date  or  time  when 
the  corporation  completes  the  corporate 
action  constituting  an  offer  of  stock  for 
sale  to  an  individual  under  the  terms 
and  conditions  cf  a  restricted  stock  op¬ 
tion.  Ordinarily,  if  the  corporate  action 
contemplates  an  immediate  offer  of 
stock  for  sale  to  an  individual  or  to  a 
class  including  such  individual,  or  con¬ 
templates  a  particular  date  on  which 
such  offer  is  to  be  made,  the  time  or  date 
of  the  granting  of  the  option  is  the  time 
or  dale  of  such  corporate  action  if  the 
offer  is  to  be  made  immediately,  or  the 
date  contemplated  as  the  date  of  the 
offer,  as  the  case  may  be.  However,  an 
unreasonable  delay  in  the  giving  of  notice 
of  such  offer  to  the  individual  or  to  the 
class  will  be  taken  into  account  as  in¬ 
dicating  that  the  corporation  contem¬ 
plated  that  the  offer  was  to  be  made  at 
the  subsequent  date  on  which  such  no¬ 
tice  is  given.  If  the  terms  cf  the  offer 
do  not  .specify  the  amount  of  the  option 
price,  the  option  will  not  be  considered 
granted  prior  to  the  date  on  which  the 
amount  of  the  option  price  becomes  fixed 
or  determinable. 

(2)  If  the  corporation  imposes  condi¬ 
tions  on  tlie  granting  of  an  option  (as 
distinguished  from  conditions  governing 
the  exercise  of  the  option),  such  condi¬ 
tions  shall  be  given  effect  in  accordance 
with  the  intent  of  the  corporation.  A 
special  rule  is  provided  by  section  130A 

(d)(5).  as  added  by  the  Revenue  Act  of 
1951,  for  options  subject  to  stockholder 
approval.  If  the  grant  of  an  option  is 
subject  to  approval  by  stockholders,  the 
date  of  grant  of  the  option  .shall  be  de¬ 
termined  as  if  the  option  had  not  been 
subject  to  such  approval.  A  condition 
which  does  not  require  corporate  action, 
such  as  the  approval  of  some  regulatory 
or  governmental  agency,  for  example,  a 
stock  exchange  or  the  Securities  and 
Exchange  Commission,  is  ordinarily  con¬ 
sidered  a  condition  upon  the  exercise  of 
the  option  unless  the  corporate  action 
clearly  indicates  that  the  option  is  not 


to  be  granted  until  such  condition  is 
satisfied.  If  an  option  is  granted  to  an 
individual  upon  the  condition  that  such 
individual  will  become  an  employee  of 
the  corporation  granting  the  option  or 
of  its  parent  or  subsidiary  corporation, 
such  option  is  not  granted  prior  to  the 
date  the  individual  becomes  such  an 
employee. 

(3)  In  general,  conditions  imposed 
upon  the  exercise  of  an  option  will  not 
operate  to  make  ineffective  the  granting 
of  the  option.  For  example,  on  June  1, 
1951,  the  A  Corporation  grants  to  X,  an 
employee,  an  option  to  purchase  5,000 
shares  of  the  corporation  stock,  exercis¬ 
able  by  X  on  or  after  June  1,  1952,  pro¬ 
vided  he  is  employed  by  the  corporation 
on  June  1,  1952.  Such  an  option  is 
granted  to  X  on  June  1,  1951. 

(c)  Stock.  The  term  “stock”  means 
capital  stock  of  any  class,  including  vot¬ 
ing  or  nonvoting  common  or  preferred 
stock.  The  term  includes  both  treasury 
stock  and  stock  of  original  issue.  Spe¬ 
cial  classes  of  stocl^  authorized  to  be  is¬ 
sued  to  and  held  by  employees  are  with¬ 
in  the  scope  of  the  term  “stock”  as  used 
in  section  130 A,  provided  such  stock 
otherwise  possesses  the  rights  and  char¬ 
acteristics  of  capital  stock. 

(d)  Option  price.  The  term  “option 
price”  means  the  consideration  in  money 
or  property  which,  pursuant  to  the  terms 
of  the  option,  is  the  price  at  which  the 
stock  subject  to  the  option  is  purchased. 

(e)  Exercise.  The  term  “exercise”, 
when  used  in  reference  to  an  option, 
means  the  act  of  acceptance  by  the  op¬ 
tionee  of  the  offer  to  sell  contained  in 
the  option.  In  general,  the  time  of  exer¬ 
cise  is  the  time  when  there  is  a  sale  or 
a  contract  to  sell  between  the  corpora¬ 
tion  and  the  individual.  An  agreement 
or  undertaking  by  the  employee  to  make 
payments  under  a  stock  purchase  plan 
does  not  constitute  the  exercise  of  an 
option  so  long  as  the  payments  made  re¬ 
main  subject  to  withdrawal  by  the  em¬ 
ployee.  If  the  terms  of  the  offer  do  not 
specify  the  amount  of  the  option  price, 
the  option  will  not  be  considered  exer¬ 
cised  prior  to  the  date  on  which  the 
amount  of  the  option  price  becomes  fixed 
or  determinable. 

(f)  Transfer.  The  term  “transfer”, 
when  used  in  reference  to  the  transfer 
to  an  individual  of  a  share  of  stock 
pursuant  to  his  exercise  of  a  restricted 
stock  option  means  the  transfer  of  own¬ 
ership  of  such  share,  or  the  transfer  of 
substantially  all  the  rights  of  ownership. 
Such  transfer  must,  within  a  reasonable 
time,  be  evidenced  on  the  books  of  the 
corporation. 

§  29.130a-2  Restricted  stock  option — 
(a)  In  general.  (1)  A  “restricted  stock 
option”  is  an  option  granted  after  Feb¬ 
ruary  26,  1945,  to  an  individual,  for  any 
reason  connected  with  his  employment 
by  a  corporation,  if  granted  by  the  em¬ 
ployer  corporation  or  its  parent  or  sub¬ 
sidiary  corporation,  to  purchase  stock  of 
any  such  corporations,  but  only  if  (i)  at 
the  time  such  option  is  granted  the 
option  price  is  at  least  85  percent  of  the 
fair  market  value  at  such  time  of  the 
stock  subject  to  the  option;  and  (ii) 
such  option  by  its  terms  is  not  transfer¬ 
able  by  such  individual  otherwise  than 
by  will  or  by  the  laws  of  descent  and 


distribution,  and  is  exercisable,  during 
his  lifetime,  only  by  him;  and  (iii)  such 
individual,  at  the  time  the  option  is 
granted,  does  not  own  stock  possessing 
more  than  10  percent  of  the  total  com¬ 
bined  voting  power  of  all  classes  of  stock 
either  of  the  employer  corporation  or  of 
its  parent  or  subsidiary  corporation. 

(2)  At  the  time  the  option  is  granted, 
the  relationship  betw’een  the  individual 
to  whom  an  option  is  granted  and  the 
corporation  granting  the  option  (or  a 
corporation  which  is  a  parent  or  subsidi¬ 
ary  thereof)  must  be  the  legal  and  bona 
fide  relationship  of  employer  and  em¬ 
ployee.  For  rules  applicable  to  the  de¬ 
termination  whether  the  employer- 
employee  relationship  exists,  see  §405.104 
of  Subchapter  D  (Regulations  116),  re¬ 
lating  to  collection  of  income  tax  as 
source  on  wages.  An  option  granted 
prior  to  employment  or  after  termination 
of  employment  is  not  a  restricted  stock 
option.  As  to  the  granting  of  an  option 
conditioned  upon  employment,  see 
§  29.130a-l  (b).  The  option  must  be 
granted  for  a  reason  connected  with  the 
individual’s  employment  by  the  corpora¬ 
tion  or  by  its  parent  or  subsidiary  cor¬ 
poration.  An  option  may  qualify  as  a 
restricted  stock  option  only  if,  under  the 
terms  of  the  option,  it  is  not  transferable 
(other  than  by  will  or  by  the  laws  of 
descent  and  distribution)  by  the  indi¬ 
vidual,  to  whom  it  is  granted,  and  is 
exercisable,  during  the  lifetime  of  such 
individual,  only  by  him.  Accordingly, 
an  option  which  is  transferable  by  the 
individual  to  whom  it  is  granted  during 
his  lifetime,  or  is  exercisable  during  such 
individual’s  lifetime  by  another  person,  is 
not  a  restricted  stock  option. 

(b)  Ownership  of  10  percent  of  stock. 
In  determining  the  amount  of  stock 
owned  by  an  individual,  for  the  purpose 
of  applying  the  10  percent  test  of  section 
139A  (d)  (1)  (C),  stock  of  the  employer 
corporation  or  of  its  parent  or  subsidiary 
owned  (directly  or  indirectly)  by  or  for 
such  individual’s  brothers  and  sisters 
(whether  by  the  whole  or  half  blood), 
spouse,  ancesters.  and  lineal  descendants 
shall  be  considered  as  owned  by  such 
individual.  For  the  purpose  of  section 
130A.  if  a  corporation,  partnership, 
estate,  or  trust  owns  (directly  or  indi- 
recly)  stock  of  the  employer  corporation 
or  of  its  parent  or  subsidiary,  such  stock 
shall  be  considered  as  being  owned  pro¬ 
portionately  by  or  for  the  shareholders, 
partners,  or  beneficiaries  of  the  corpora¬ 
tion,  partnership,  estate,  or  trust. 

§  29.130a-3  Exercise  of  restricted 
stock  option,  (a)  The  special  rules  of 
income  tax  treatment  provided  in  sub¬ 
sections  (a)  and  (b)  of  section  130A  are 
applicable  only  if  the  following  condi¬ 
tions  exist  with  respect  to  the  transfer 
of  a  share  of  stock  to  an  individual: 

(1)  Tlie  share  of  stock  is  transferred 
to  the  individual  pursuant  to  his  exer¬ 
cise  after  1949  of  a  restricted  stock 
option:  and 

(2)  At  the  time  the  option  is  exercised 
by  him,  the  individual  is  an  employee  of 
the  corporation  granting  such  option  (or 
of  a  parent  or  subsidiary  thereof)  or 
was  an  employee  of  any  such  corpora¬ 
tions  w’ithin  three  months  prior  to  the 
date  the  option  is  exercised. 
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(b)  The  special  treatment  provided  in 
subsections  (a)  and  (b)  of  section  130 A 
shall  apply  only  if  the  restricted  stock 
option  is  exercised  by  the  Individual  to 
whom  it  was  granted.  Such  special 
treatment  shall  not  be  applicable  with 
respect  to  stock  transferred  pursuant  to 
the  exercise  of  the  option  by  the  indi¬ 
vidual’s  executor,  administrator,  heir,  or 
legatee.  Under  the  provisions  of  section 
130 A  (d)  (1)  (B),  an  option  may  qualify 
as  a  restricted  stock  option  although  it 
is  transferable  at  death  to  the  indi¬ 
vidual’s  executor,  administrator,  hei*,  or 
legatee.  Thus,  the  fact  that  a  restricted 
stock  option  may  be  exercised  by  an 
executor,  administrator,  heir,  or  legatee 
does  not  deprive  the  individual  who 
exercises  such  option  during  his  lifetime 
of  the  special  treatment  provided  in  sec¬ 
tion  130A. 

(c)  At  the  time  of  exercise  of  a  re¬ 
stricted  stock  option,  the  status  of  the 
individual  exercising  such  option  must  be 
that  of  a  bona  fide  employee  of  the  cor¬ 
poration  granting  the  option  or  that  of  a 
bona  fide  employee  of  a  parent  or  sub¬ 
sidiary  of  such  corporation,  or  such  indi¬ 
vidual  must  have  been  a  bona  fide 
employee  of  any  such  corporation  within 
three  months  previous  to  the  date  of 
exercise. 

(d)  The  determination  whether  an 
option  ultimately  exercised  is  a  restricted 
stock  option  is  made  as  of  the  date  such 
option  is  granted.  An  option  which  is 
a  restricted  stock  option  when  granted 
does  not  lose  its  character  as  such  an 
option  by  reason  of  subsequent  events, 
and  an  option  which  is  not  a  restricted 
stock  option  when  granted  does  not  be¬ 
come  such  an  option  by  reason  of  subse¬ 
quent  events.  See,  however,  §  29.130a-4, 
relating  to  modification,  extension,  or 
renewal  of  an  option.  This  rule  is  illus¬ 
trated  as  follows; 

Example  1.  8-1  Corporation  Is  a  sub¬ 
sidiary  of  S  Corporation  which.  In  turn,  is 
a  subsidiary  of  P  Corporation.  On  June  1, 

1951,  P  grants  to  an  employee  of  P  a  restricted 
stock  option  to  purchase  a  share  of  stock 
of  S-1.  On  January  1,  1952,  S  sells  a  portion 
of  the  S-1  stock  which  It  owns  to  an  unre¬ 
lated  corporation  and.  ns  of  that  date,  S-1 
ceases  to  be  a  subsidiary  of  S.  On  May  1, 

1952,  while  still  employed  by  P,  the  employee 
exercises  his  option  to  purchase  a  share  of 
S-1  stock.  The  employee  has  exercised  a 
restricted  stock  option. 

Example  2.  Assume  P  grants  an  option  to 
an  employee  under  the  same  facts  as  In  ex¬ 
ample  1  above,  except  that  on  June  1,  1951, 
8-1  Is  not  a  subsidiary  of  either  8  or  P.  Such 
option  Is  not  a  restricted  stock  option  on 
June  1,  1951.  On  January  1.  1952,  8  pur¬ 
chases  from  an  unrelated  corporation  a  sufB- 
clent  number  of  shares  of  S-1  stock  to  make 
8-1,  as  of  that  date,  a  subsidiary  of  S.  On 
May  1,  1952,  while  still  employed  by  P,  the 
employee  exercises  his  option  to  purchase  a 
share  of  S-1  stock.  The  employee  has  not 
exercised  a  restricted  stock  option. 

§  29.130ar-4  ModiAcation,  extension,  or 
renewal,  (a)  Subsection  (e)  of  section 
130A  provides  rules  for  determining 
whether  a  share  of  stock  transferred  to 
an  individual  upon  his  exercise  of  an  op¬ 
tion.  after  the  terms  thereof  have  been 
modified,  extended,  or  renewed,  is  trans¬ 
ferred  pursuant  to  the  exercise  of  a  re¬ 
stricted  stock  option.*  For  the  purpose 
of  such  determination,  the  statute  pro¬ 
vides  that: 


(1)  Any  modification,  extension,  or 
renewal  of  the  terms  of  an  option  to  pur¬ 
chase  stock  shall  be  considered  as  the 
granting  of  a  new  option;  and 

(2)  The  fair  market  value  of  the  stock 
subject  to  the  option  at  the  time  of  the 
granting  of  such  option  shall  be  consid¬ 
ered  as  the  fair  market  value  of  such 
stock  (1)  on  the  date  of  the  original 
granting  of  the  option,  (ii)  on  the  date 
of  the  making  of  such  modification,  ex¬ 
tension,  or  renewal,  or  (iii)  at  the  time 
of  the  making  of  any  intervening  modi¬ 
fication,  extension,  or  renewal,  which¬ 
ever  is  the  highest. 

(b)  The  time  or  date  when  an  option 
Is  modified,  extended,  or  renewed  shall 
be  determined,  insofar  as  applicable,  in 
accordance  with  the  rules  governing 
determination  of  the  time  or  date  of 
granting  an  option  provided  in  §  29.130a- 
l<b).  A  modification  of  an  option  in¬ 
cludes  any  material  change  in  the  terms 
or  conditions  of  the  option.  For  ex¬ 
ample,  a  material  change  in  the  terms 
of  the  option  with  respect  to  the  kind  or 
price  of  the  shares  of  stock  subject  to  the 
option  is  a  modification  of  the  option. 
Likewise,  a  material  change  in  the  time 
of  issuance  of  stock  subject  to  the  option, 
the  terms  of  payment  for  such  stock,  or 
an  acceleration  or  postponement  of  the 
exercise  date  is  a  modification  of  the 
option.  However,  a  mere  change  in  the 
terms  of  the  option,  with  respect  to  the 
number  or  price  of  the  shares  of  stock 
subject  to  the  option,  to  reflect  a  stock 
dividend  or  stock  split-up  Is  not  a  modifi¬ 
cation  of  the  option.  Where  an  option  is 
amended  solely  to  increase  the  number 
of  shares  subject  to  the  option,  such 
increase  shall  not  be  considered  as  a 
modification  of  the  option,  but  shall  be 
treated  as  the  grant  of  a  new  option  for 
the  additional  shares.  An  extension  of 
an  option  refers  to  the  granting  by  the 
corporation  to  the  optionee  of  an  addi¬ 
tional  period  of  time  within  which  to 
exercise  the  option  beyond  the  time 
originally  prescribed.  A  renewal  of  an 
option  is  the  granting  by  the  corporation 
of  the  same  rights  or  privileges  con¬ 
tained  in  the  original  option  on  the  same 
terms  and  conditions.  The  foregoing 
rules  apply  as  well  to  successive  modifi¬ 
cations,  extensions,  and  renewals. 

(c)  A  restricted  stock  option  may,  as 
a  result  of  a  modification,  extension,  or 
renewal,  thereafter  cease  to  be  a  re¬ 
stricted  stock  optipn,  or  an  option  may, 
by  modification,  extension,  or  renewal, 
thereafter  become  a  restricted  stock 
option.  The  rule  stated  in  subsection  (e) 
of  section  130A  is  illustrated  as  follows: 

Example  1.  On  June  1,  1950,  the  X  Cor¬ 
poration  grants  to  an  employee  an  option  to 
purchase  100  shares  of  the  stock  of  X  Cor¬ 
poration  at  $90  per  share,  such  option  to  be 
exercised  on  or  before  June  1,  1952.  At  the 
time  the  option  is  granted,  the  fair  market 
value  of  the  X  Corporation  stock  Is  $100  per 
share.  On  February  1,  1951,  before  the  em¬ 
ployee  exercises  the  option,  X  Corporation 
modifies  the  option  to  provide  that  the 
price  at  which  the  employee  may  purchase 
the  stock  shall  be  $80  per  share.  On 
February  1,  1951,  the  fair  market  value  of 
the  X  Corporation  stock  Is  $90  per  share. 
Under  section  130 A  (e),  the  X  Corporation  U 
deemed  to  have  granted  an  option  to  the 
employee  on  February  1,  1951,  to  purchase 
at  $80  per  share  100  shares  of  stock  having 


a  fair  market  value  of  $100  per  share,  that 
is,  the  higher  of  the  fair  market  value  of  the 
stock  on  June  1,  1950,  and  on  February  1, 
1951.  The  exercise  of  such  option  by  the 
employee  after  February  1,  1951,  Is  not  the 
exercise  of  a  restricted  stock  option. 

Example  2.  On  June  1,  1950,  the  X  Corpo¬ 
ration  grants  to  an  employee  a  restricted 
stock  option  to  purchase  100  shares  of  X 
Corporation  stock  at  $90  per  share,  exercis¬ 
able  after  December  31,  1951,  and  on  or  be¬ 
fore  June  1,  1952.  On  June  1,  1950,  the  fair 
market  value  of  X  Corporation’s  stock  Is 
$100  per  share.  On  February  1,  1951,  X 
Corporation  modifies  the  option  to  provide 
that  the  option  shall  be  exercisable  on  or 
after  February  1,  1951,  and  on  or  before  June 
1,  1952.  On  February  1,  1951,  the  fair  market 
value  of  X  Corporation  stock  Is  $110  per 
share.  Under  section  130A  (e),  X  Corpora¬ 
tion  is  deemed  to  have  granted  an  option  to 
the  employee  on  February  1,  1951,  to  pur¬ 
chase  at  $90  per  share  100  shares  of  stock 
having  a  fair  market  value  of  $110  per  share, 
that  is,  the  higher  of  the  fair  market  value 
of  the  stock  on  June  1,  1950,  and  on  February 
1.  1951.  The  exercise  of  such  option  by  the 
employee  Is  not  the  exercise  of  a  restricted 
stock  option. 

Example  3.  The  facts  are  the  same  as  In 
example  1,  except  that  the  employee  exer¬ 
cised  the  option  to  the  extent  of  50  shares 
on  January  15,  1951,  prior  to  the  date  of  the 
modification  of  the  option.  Any  exercise  of 
the  option  after  February  1,  1951,  the  date 
of  the  modification.  Is  not  the  exercise  of  a 
restricted  stock  option.  See  example  1, 
above.  The  exercise  of  the  option  on  Jan¬ 
uary  15,  1951,  pursuant  to  which  60  shares 
were  acquired,  is  the  exercise  of  a  restricted 
option. 

Example  4.  On  June  1,  1950,  the  X  Corpo¬ 
ration  grants  to  an  employee  an  option  to 
piu*chase  100  shares  of  the  stock  of  X  Corpo¬ 
ration  at  $80  per  share,  such  option  to  be 
exercised  on  or  before  June  1,  1952.  At  the 
time  the  option  is  granted  the  fair  market 
value  of  the  X  Corporation  stock  Is  $100  per 
share.  On  February  1,  1951,  before  the  em¬ 
ployee  exercises  the  option,  the  X  Corpo¬ 
ration  modifies  the  option  to  provide  that 
the  number  of  shares  of  stock  which  the 
employee  may  purchase  at  $80  per  share  will 
be  250.  On  February  1,  1951,  the  fair  market 
value  of  the  X  Corporation  stock  Is  $90  per 
share.  Under  these  facts,  the  X  Corpora¬ 
tion  has  granted  two  options,  one  option 
(not  a  restricted  stock  option)  with  respect 
to  100  shares  having  been  granted  on  June  1, 

1950,  and  the  other  option  (a  restricted  stock 
option)  with  respect  to  the  additional  150 
shares  having  been  granted  on  February  1, 

1951.  In  the  absence  of  facts  Identifying 
which  option  Is  exercised  first,  the  employee 
will  be  deemed  to  have  exercised  the  options 
In  the  order  in  which  they  were  granted, 

§  29.130a-5  Operation  of  section  130A. 
With  respect  to  taxable  years  ending 
after  December  31.  1949 — 

(a)  Rules  applicable  to  all  restricted 
stock  options — ( 1 )  In  general.  If  a  share 
of  stock  is  transferred  to  an  Individual 
pursuant  to  his  timely  exercise  of  a  re¬ 
stricted  stock  option  and  is  not  disposed 
of  by  him  within  two  years  from  the  date 
of  the  granting  of  the  option  nor  within 
six  months  after  the  transfer  of  such 
share  to  him.  then  subsection  (a)  of  sec¬ 
tion  130A  provides  that — 

(i)  No  income  shall  result  at  the  time 
of  the  transfer  of  such  share  to  the  in¬ 
dividual  upon  his  exercise  of  the  option 
W’ith  respect  to  such  share; 

(ii)  No  deduction  under  section  23  (a) 
shall  be  allowable  at  any  time  to  the  em¬ 
ployer  corporation  of  such  Individual  or 
Its  parent  or  subsidiary  corporation  with 
respect  to  the  share  so  transferred;  and 
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fiii)  No  amount  other  than  the  option 
price  shall  be  considered  as  received  by 
either  of  such  corporations  for  the  share 
so  transferred. 

For  the  purpose  of  subparagraph  (1) 

(i).  (ii)  and  <iii),  each  share  of  stock 
transferred  pursuant  to  a  restricted 
stock  option  is  treated  separately.  For 
example,  if  an  individual,  while  em¬ 
ployed  by  a  corporation  granting  him  a 
restricted  stock  option,  exercises  the  op¬ 
tion  with  respect  to  part  of  the  stock 
‘covered  by  the  option,  and  if  such  indi¬ 
vidual  exercises  the  balance  of  the  option 
more  than  three  months  after  leaving 
such  employment,  the  application  of  sec¬ 
tion  130A  to  the  stock  obtained  upon  the 
earlier  exercise  of  the  option  is  not  af¬ 
fected  by  the  fact  that  the  income  taxes 
of  the  employer  and  the  individual  with 
respect  to  the  stock  obtained  upon  the 
later  exercise  of  the  option  are  not  de¬ 
termined  under  section  130A. 

(2)  Holding  period.  The  special  rules 
provided  in  section  130A  (a)  are  not  ap¬ 
plicable  if  the  individual  disposes  of  the 
share  of  stock  within  two  years  from  the 
date  the  option  is  granted  or  within  six 
months  after  the  transfer  of  such  share 
to  him.  Section  130A  is  not  made  in¬ 
applicable  by  a  transfer  with  the  2-year 
or  6-month  period  if  such  transfer  is  not 
a  disposition  of  the  stock  as  defined  in 
subparagraph  (3)  of  this  paragraph,  for 
example,  a  transfer  from  the  decedent  to 
his  estate  or  a  transfer  by  bequest  or  in¬ 
heritance.  Similarly,  a  disposition  by 
the  executor,  administrator,  heir,  or 
legatee  is  not  a  disposition  by  the 
decedent. 

(3)  Disposition  of  stock.  The  term 
“disposition.”  for  the  purpose  of  section 
130A,  includes  a  sale,  exchange,  gift,  or 
any  transfer  of  legal  title,  but  does  not 
Include  a  transfer  from  a  decedent  to 
his  estate  or  a  transfer  by  bequest  or  in¬ 
heritance,  an  exchange  w'hich  is  w’ithin 
the  provisions  of  section  112  (b)  (2)  or 
(3>,  or  a  mere  pledge  or  hypothecation. 
However,  a  disposition  of  the  stock  pur¬ 
suant  to  a  pledge  or  hypothecation  is  a 
disposition  by  the  individual,  even 
though  the  making  of  the  pledge  or  hy¬ 
pothecation  is  not  such  a  disposition. 

If  an  individual  exercises  a  restricted 
stock  option,  a  share  of  stock  acquired 
pursuant  to  such  exercise  is  not  con¬ 
sidered  disposed  of  by  the  individual  if 
such  share  is  taken  in  the  name  of  the 
Individual  and  another  person  jointly 
with  right  of  survivoi^hip,  or  is  subse¬ 
quently  transferred  into  such  joint  own¬ 
ership,  or  is  retransferred  from  such 
joint  ow  nership  to  the  sole  ownership  of 
the  individual.  However,  if  such  indi¬ 
vidual  and  his  joint  owner  transfer  such 
share  to  another  person,  the  individual 
has  made  a  disposition  of  such  share. 
Likewise,  if  a  share  of  stock  held  in  the 
joint  names  of  such  individual  and  an¬ 
other  person  is  transferred  to  the  name 
of  such  other  person,  there  is  a  disposi¬ 
tion  of  such  share  by  the  individual.  If 
an  individual  exercises  a  restricted  stock 
option  and  a  share  of  stock  is  transferred 
to  another  or  is  transferred  to  such  indi¬ 
vidual  in  his  name  as  trustee  for  another, 
the  individual  has  made  a  disposition  of 
such  share. 


(4)  Examples.  The  rules  of  subsec¬ 
tion  (a)  of  section  130A  are  illustrated  as 
follows: 

Example  1.  On  June  1,  1951,  the  X  Cor¬ 
poration  grants  to  E,  an  employee,  a  re¬ 
stricted  stock  option  to  purchase  100  shares 
of  X  Corporation  stock  at  $95  per  share.  On 
that  date,  the  fair  market  value  of  X  Cor¬ 
poration  stock  is  $100  per  share.  On  June  1, 
1952,  while  employed  by  X  Corporation,  E 
exercises  the  option  in  full  and  pays  X  Cor¬ 
poration  $9,500,  and  on  that  day  X  Corpora¬ 
tion  transfers  to  E  100  shares  of  Its  stock 
having  a  fair  market  value  of  $12,000.  Prior 
to  June  1,  1953,  E  makes  no  disposition  of 
the  100  shares  so  purchased.  E  realizes  no 
Income  on  June  1,  1952,  with  respect  to  the 
transfer  to  him  of  the  100  shares  of  X  Cor¬ 
poration  stock.  X  Corporation  is  not  entitled 
to  any  deduction  at  any  time  with  respect 
to  Its  transfer  to  E  of  the  stock.  In  comput¬ 
ing  Its  gain  or  loss.  If  any,  upon  such  trans¬ 
fer,  X  Corporation  Is  considered  to  have  re¬ 
ceived  no  more  than  $9,600  for  the  stock  so 
transferred.  E's  basis  for  such  100  shares 
Is  $9,500. 

Example  2.  Assume,  In  example  1,  that  on 
August  1,  1953,  two  years  and  one  month 
after  the  granting  of  the  option  and  one 
year  and  one  month  after  the  transfer  of 
the  shares  to  him,  E  sells  the  100  shares  of 
X  Corporation  stock  for  $13,000,  which  is  the 
fair  market  value  of  the  stock  on  that  date. 
For  the  taxable  year  In  which  the  sale  oc¬ 
curs,  E  realizes  a  gain  of  $3,500  ($13,000 
minus  E's  basis  of  $0,500),  which  Is  treated 
as  long-term  capital  gain. 

Example  3.  Assume,  In  example  2.  that  on 
August  1,  1953,  E  makes  a  gift  of  the  100 
shares  of  X  Corporation  stock  to  his  son. 
Such  disposition  results  In  no  realization  of 
gain  to  E  either  for  the  taxable  year  In 
which  the  option  is  exercised  or  the  taxable 
year  In  which  the  gift  Is  made.  E's  basis 
of  $9,500  becomes  the  donee’s  basis  for  de¬ 
termining  gain  or  loss. 

Example  4.  Assume,  in  example  1,  that  on 
May  1,  1953.  one  year  and  eleven  months  after 
the  granting  of  the  option  and  eleven 
months  after  the  transfer  of  the  shares  to 
him.  E  sells  the  100  shares  of  X  Corporation 
stock  for  $13,000.  The  special  rules  of  sec¬ 
tion  130A  (a)  are  not  applicable  to  the 
transfer  of  the  stock  by  X  Corporation  to  E, 
because  disposition  of  the  stock  was  made 
by  E  within  two  years  from  the  date  the 
option  was  granted. 

Example  5.  Assume,  In  example  1,  that  E 
dies  on  September  1,  1952,  owning  the  100 
shares  of  X  Corporation  stock  acquired  by 
him  pursuant  to  his  exercise  on  June  1,  1952, 
of  the  restricted  stock  option.  On  the  date 
of  death,  the  fair  market  value  of  the  stock 
Is  $12,500.  No  Income  Is  realized  by  E  by 
reason  of  the  transfer  of  the  100  shares  to 
his  estate.  If  E’s  executor  elects  to  .value 
the  stock  as  of  the  date  of  death,  the  basis 
of  the  100  shares  In  the  hands  of  the  ex¬ 
ecutor  Is  $12,500. 

(b)  Additional  rules  applicable  where 
the  option  price  is  between  85  percent 
and  95  percent  of  the  value  of  the  stock — 

(1)  In  general,  (i)  If  all  the  conditions 
necessary  for  the  application  of  subsec¬ 
tion  (a)  of  section  130A  exist,  subsection 
(b)  of  section  130A  provides  additional 
rules  which  are  applicable  in  cases 
where,  at  the  time  the  restricted  stock 
option  is  granted,  the  option  price  per 
share  is  less  than  95  percent  (but  not  less 
than  85  percent)  of  the  fair  market  value 
of  such  share.  In  such  case,  upon  the 
disposition  of  such  share  by  the  indi¬ 
vidual  after  the  expiration  of  the  2-year 
.and  the  6-month  periods,  or  upon  his 
death  while  owning  such  share  (whether 


occurring  before  or  after  the  expiration 
of  such  periods),  there  shall  be  included 
In  the  individual’s  gross  income  as  com¬ 
pensation  (and  not  as  gain  upon  the 
sale  or  exchange  of  a  capital  asset)  the 
amount,  if  any,  by  which  the  option  price 
is  exceeded  by  the  lesser  of  tho  fair  mar¬ 
ket  value  of  the  share  at  the  time  the  op¬ 
tion  was  granted  or  the  fair  market  value 
of  the  share  at  the  time  of  such  disposi¬ 
tion  or  death.  The  amount  of  such 
compensation  shall  be  included  in  the  in¬ 
dividual’s  gross  income  for  the  taxable 
year  in  which  the  disposition  occurs  or 
for  the  taxable  year  closing  with  his 
death,  whichever  event  results  in  the  ap¬ 
plication  of  section  130 A  (b) . 

(ii)  The  application  of  the  special 
rules  provided  in  section  130 A  (b)  shall 
not  affect  the  rules  provided  in  section 
130A  (a)  with  respect  to  the  individual 
exercising  the  option,  the  employer  cor¬ 
poration,  or  its  parent  or  subsidiary  cor¬ 
poration.  Thus,  notwithstanding  the  in¬ 
clusion  of  an  amount  as  compensation  in 
the  gross  income  of  an  individual,  as 
provided  in  section  130 A  (b),  no  income 
results  to  the  individual  at  the  time  the 
stock  is  transferred  to  him,  and  no  de¬ 
duction  under  section  23  (a)  is  allowable 
at  any  time  to  the  employer  corporation 
or  its  parent  or  subsidiary  with  respect 
to  such  amount.  Likewise,  for  the  pur¬ 
pose  of  determining  gain  or  loss,  if  any, 
realized  by  any  of  such  corporations  by 
reason  of  the  transfer  of  a  share  of 
stock  with  respect  to  which  the  rules  of 
section  130A  (b)  apply,  no  amount  other 
than  the  option  price  shall  be  considered 
as  received  by  any  of  such  corporations 
for  the  stock  so  transferred. 

(iii)  If  the  individual  exercises  a  re¬ 
stricted  stock  option  during  his  lifetime 
and  dies  before  the  stock  is  transferred 
to  him  purusant  to  his  exercise  of  the 
option,  the  transfer  of  such  stock  to  the 
individual’s  executor,  administrator, 
heir,  or  legatee  is  deemed,  for  the  pur¬ 
pose  of  section  130A,  to  be  a  transfer  of 
the  stock  to  the  individual  exercising  the 
option  and  a  further  transfer  by  reason 
of  death  from  such  individual  to  his  exe¬ 
cutor,  administrator,  heir,  or  legatee. 

(2)  Basts.  If  the  special  rules  pro¬ 
vided  in  subvsection  (b)  of  section  130A 
are  applicable  to  the  disposition  of  a 
share  of  stock  by  an  individual,  the  basis 
of  such  share  in  the  individual’s  hands 
at  the  time  of  such  disposition,  deter¬ 
mined  under  section  113,  shall  be  in¬ 
creased  by  an  amount  equal  to  the 
amount  includible  as  compensation  in 
his  gross  incacne  under  section  130A  (b). 
If  the  special  rules  provided  in  section 
130A  (b)  are  applicable  to  a  share  of 
stock  upon  the  death  of  an  individual, 
the  basis  of  such  share  in  the  hands  of 
the  estate  or  the  person  receiving  the 
stock  by  bequest  or  inheritance  shall  be 
determined  under  section  113,  and  shall 
not  be  increased  by  reason  of  the  inclu¬ 
sion  upon  the  decedent’s  death  of  any 
amount  in  his  gross  income  under  sec¬ 
tion  130A  (b).  See  example  8,  below, 
with  respect  to  the  determination  of 
basis  of  the  share  in  the  hands  of  a 
surviving  joint  owner. 

(3)  Examjyles.  The  operation  of  sec¬ 
tion  130A  (b)  may  be  illustrated  as 
follows: 
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Example  1.  On  June  1.  1951,  the  X  Corpo¬ 
ration  grants  to  E.  an  employee,  a  restricted 
stock  option  to  purchase  a  share  of  X  Corpo¬ 
ration’s  stock  for  $85.  The  fair  market  value 
of  the  X  Corporation  stock  on  such  date  Is 
$100  per  share.  On  June  1,  1952,  E  exercises 
the  restricted  stock  option  and  on  that  date 
the  X  Corporation  transfers  the  share  of 
stock  to  E.  On  January  1,  1954,  E  sells  the 
share  for  $150,  Its  fair  market  value  on  that 
date.  E  makes  his  income  tax  reti^rn  on  the 
basis  of  the  calendar  year.  The  Ihcome  tax 
consequences  to  E  and  to  X  Corporation  are 
as  follows: 

Compensation  in  the  amount  of  $15  Is  In¬ 
cludible  In  E's  gross  Income  for  1954,  the  year 
of  the  disposition  of  the  share.  The  $15 
represents  the  difference  between  the  option 
price  ($85)  and  the  fair  market  value  of  the 
share  on  the  date  the  option  was  granted 
($100),  since  such  value  Is  less  than  the  fair 
market  value  of  the  share  on  the  date  of  dis¬ 
position  ($150).  For  the  purpose  of  com¬ 
puting  E’s  gain  or  loss  on  the  sale  of  the 
share,  E’s  cost  basis  of  $65  is  Increased  by  $15, 
the  amount  Includible  In  E’s  gross  Income  as 
compensation.  Thus,  E's  basis  for  the  share 
is  $1C0.  Since  the  share  was  sold  for  $150, 
E  realizes  a  gain  of  $50,  which  is  treated  as 
long-term  capital  gain. 

The  X  Corporation  Is  entitled  to  no  deduc¬ 
tion  under  section  23  (a)  at  any  time  with 
respect  to  the  share  transferred  to  E.  For 
the  purpose  of  computing  gain  or  loss.  If  any, 
to  the  X  Corporation  on  account  of  the 
transfer  of  the  share  to  E,  the  X  Corporation 
shall  not  be  considered  to  have  received  any 
amount  other  than  $85  for  the  share. 

Example  2.  Assume,  In  example  1  above, 
E  sells  the  share  of  X  Corporation  stock 
on  January  1,  1955,  for  $75,  Its  fair  market 
value  on  that  date.  Since  $T5  is  less  than 
the  option  price  ($85),  no  amount  in  respect 
of  the  sale  Is  includible  as  compensation  in 
E's  gross  income  for  1955.  E’s  basis  for  de¬ 
termining  gain  or  loss  on  the  sale  is  $85. 
Since  E  sold  the  share  for  $75,  E  realized  a 
loss  of  $10  on  the  sale,  which  loss  is  treated 
long-term  capital  loss. 

Example  3.  Assume,  In  example  1  above, 
that  Instead  of  selling  the  share  on  January 
1.  1954,  E  makes  a  gift  of  the  share  on  that 
day.  In  such  case,  $15  Is  includible  as  com¬ 
pensation  In  E’s  gross  income  for  1954.  E’s 
cost  basis  of  $85  Is  Increased  by  $15,  the 
amount  Includible  In  E’s  gross  Income  as 
compensation.  Thus,  E’s  basis  for  the  share 
Is  $100,  which  becomes  the  donee's  basis,  as 
of  the  time  of  the  gift,  for  determining  gain 
or  loss. 

Example  4.  Assume,  In  example  2  above, 
that  instead  of  selling  the  share  on  January 
1,  1955,  E  makes  a  gift  of  the  share  on  that 
date.  Since  the  fair  market  value  of  the 
share  on  that  day  ($75)  Is  less  than  the 
option  price  ($85),  no  amount  In  respect 
of  the  disposition  by  way  of  gift  Is  includible 
as  compensation  In  E’s  gross  income  for  1955. 
E's  basis  for  the  share  Is  $85,  which  becomes 
the  donee’s  basis,  as  of  the  time  of  the  gift, 
for  the  purpose  of  determining  gain.  The 
donee’s  basis  for  the  purpose  of  determining 
loss,  determined  under  section  113  (a)  (2),  Is 
$75  (fair  market  value  of  the  share  at  the 
date  of  gift). 

Example  5.  Assume,  In  example  1  above, 
that  after  acquiring  the  share  of  stock  on 
June  1,  1952,  E  dies  on  August  1,  1953,  at 
which  time  the  share  has  a  fair  market  value 
of  $150.  Compensation  In  the  amount  of 
$15  Is  Includible  In  E’s  gross  Income  for 
the  taxable  year  closing  with  his  death,  such 
$15  being  the  difference  between  the»optlon 
price  ($85)  and  the  fair  market  value  of  the 
share  when  the  option  was  granted  ($100), 
since  such  value  Is  less  than  the  fair  market 
value  at  date  of  death  ($150).  The  basis  of 
the  share  in  the  hands  of  E’s  estate  is  de¬ 
termined  under  section  113  (a)  (5)  without 
regard  to  the  $15  includible  In  the  decedent’s 
gross  income. 


Example  6.  Assume,  In  example  5  above, 
that  E  dies  on  August  1,  1952,  at  which  time 
the  share  has  a  fair  market  value  of  $150. 
Although  E’s  death  occurred  within  two  years 
from  the  date  of  the  granting  of  the  option 
and  within  six  months  after  the  transfer  of 
the  share  to  him,  the  Income  tax  conse¬ 
quences  are  the  same  as  In  example  5. 

Example  7.  Assume  the  same  facts  as  in 
example  1  above,  except  that  the  share  of 
stock  was  issued  in  the  names  of  E  and  his 
wife  Jointly  with  right  of  survivorship,  and 
except  that  E  and  his  wife  sold  the  share  on 
June  15,  1953,  for  $150,  Its  fair  market  value 
on  that  date.  Compensation  In  the  amount 
of  $15  is  Includible  In  E’s  gross  income  for 
19.53,  the  year  of  the  disposition  of  the  share. 
The  basis  of  the  share  in  the  hands  of  E  and 
his  wife  for  the  purpose  of  determining  gain 
or  loss  on  the  sale  is  $100,  that  Is,  the  cost 
of  $85  Increased  by  the  amount  of  $15  in¬ 
cludible  as  compensation  in  E’s  gross  income. 
The  gain  of  $50  on  the  sale  Is  treated  as 
long-term  japltal  gain,  and  Is  divided  equally 
between  E  and  his  wife. 

Example  8.  Assume  the  same  facts  as  In 
example  1  above,  except  that  the  share  of 
stock  was  issued  in  the  names  of  E  and  his 
wife  Jointly  with  right  of  survivorship,  and 
except  that  E  predeceased  his  wife  on  August 
1,  1953,  at  which  time  the  share  had  a  fair 
market  value  of  $150.  Compensation  in  the 
amount  of  $15  Is  includible  In  E’s  gross  In¬ 
come  for  the  taxable  year  closing  with  his 
death.  See  example  5,  above.  The  basis  of 
the  share  in  the  hands  of  E’s  wife  as  sur¬ 
vivor  Is,  under  sections  113  (a)  and  130A  (b), 
the  cost  of  $85  Increased  by  the  $15  Includ¬ 
ible  In  the  decedent’s  gross  Income,  or  $100. 

Example  9.  Assume  In  example  8  above 
that  E’s  wife  predeceased  him  on  July  1,  1953. 
Section  130A  (b)  does  not  apply  In  respect 
of  her  death.  Upon  the  subsequent  death 
of  E  on  August  1,  1953,  the  Income  tax  con¬ 
sequences  In  respect  of  E’s  taxable  year  clos¬ 
ing  with  the  date  of  his  death,  and  in  re¬ 
spect  of  the  basis  of  the  share  in  the  hands  of 
his  estate,  are  the  same  as  In  example  5  above. 
If  E  had  sold  the  share  on  July  15,  1953 
(after  the  death  of  his  wife),  for  $150,  Its  fair 
market  value  at  that  time,  the  Income  tax 
consequences  would  be  the  same  as  In  ex¬ 
ample  1  above. 

(c)  Acquisition  of  other  stock  or  securU 
ties.  Section  130 A  (c)  provides  that  the 
special  rules  stated  in  subsections  (a) 
and  (b)  of  section  IJOA,  if  applicable 
with  respect  to  stock  transferred  to  an 
individual  upon  his  exercise  of  an  option, 
shall  likewise  be  applicable  with  respect 
to  (1)  stock  or  securities  acquired  by 
such  individual  in  exchange  for  such 
stock,  if  the  exchange  is  within  the  pro¬ 
visions  of  section  112  (b)  (2)  or  (3),  and 
(2)  new  stock,  as  described  in  section 
113  (a)  (19),  acquired  upon  a  distribu¬ 
tion  with  respect  to  such  stock.  Such 
new  stock  and  such  stock  or  securities  so 
acquired  shall,  for  the  purpose  of  section 
130 A,  be  considered  as  having  been  trans¬ 
ferred  to  the  individual  upon  his  exercise 
of  the  option.  A  similar  rule  shall  be 
applied  in  the  case  of  a  series  of  such  ex¬ 
changes  or  acquisitions. 

For  example,  if  new  stock,  as  described 
In  section  113  (a)  (19),  is  acquired  upon 
a  distribution  with  respect  to  stock  trans¬ 
ferred  to  the  individual  upon  the  timely 
exercise  of  a  restricted  stock  option,  and 
If  such  new  stock  is  disposed  of  within 
two  years  from  the  date  the  option  waa 
granted  or  within  six  months  after  the 
original  stock  was  transferred  to  such 
individual,  section  130A  is  not  applicable 
with  respect  to  such  new  stock.  If  the 
disposition  occurs  after  the  2-year  and 


6-month  periods,  section  130A  is  appli¬ 
cable. 

Par.  2.  Section  29.22  (a)-l,  as  amend¬ 
ed  by  Treasury  Decision  5600,  approved 
February  2,  1948,  is  further  amended  as 
follows : 

(A)  By  striking  the  first  word  of  the 
third  paragraph,  and  by  inserting  in  lieu 
thereof  the  following:  “Except  as  other¬ 
wise  provided  in  section  130A,  if”;  and 

(B)  By  adding  at  the  end  of  paragraph 
(c)  thereof  the  following  sentence:  “See 
section  130A  and  the  regulations  pre¬ 
scribed  thereunder  for  special  rules  with 
respect  to  stock  transferred  from  an  em¬ 
ployer  to  an  employee  pursuant  to  the 
timely  exercise  of  a  restricted  stock 
option.” 

Par.  3  Section  29.113  (a)-l,  as 

amended  by  Treasury  Decision  5402, 
approved  September  5,  1944,  is  further 
amended  by  adding  at  the  end  thereof 
the  following  sentence:  “For  special 
rules  for  determining  the  basis  for  gain 
or  loss  in  the  case  of  the  disposition  of 
a  share  of  stock  acquired  pursuant  to 
the  timely  exercise  of  a  restricted  stock 
option  where  the  option  price  was  be¬ 
tween  85  percent  and  95  percent  of  the 
fair  market  value  of  the  stock  at  the 
time  the  option  was  granted,  see  section 
130A  (b).” 

(53  Stat.  32,  467;  26  U.  S.  C.  62,  3791) 

[seal]  John  B.  Dunlap, 

Commissioner  of  Internal  Revenue. 

Approved:  June  5,  1952. 

Thomas  J,  Lynch, 

Acting  Secretary  of  the  Treasury. 

(F.  R.  Doc.  52-6357:  Filed,  June  9,  1052; 

8:55  a.  m.] 

TITLE  32— NATIONAL  DEFENSE 

Chapter  V — Department  of  the  Army 

Subchafiter  E — Organized  Reserves 

Part  564 — Enlisted  Reserve  Corps 

ineligibility;  length  of  enlistment 

Sections  564.3  (g)  and  564.6  are 
amended  to  read  as  follows; 

S  564.3  Ineligibility.  •  •  • 

(g)  Persons  who  have  been  convicted 
of  a  felony  or  who  have  criminal  charges 
filed  and  pending  against  them  alleging 
a  violation  of  a  State,  Federal  or  Terri¬ 
torial  statute.  (For  prior  service  person¬ 
nel,  only  felonies  committed  subsequent 
to  date  of  separation  from  last  period  of 
service  are  considered  disqualifying.) 
Waivers  in  the  case  of  any  individual  who 
has  been  convicted  of  a  crime  involving 
moral  turpitude  will  be  granted  only  by 
the  Department  of  the  Army. 

•  m  0  0  m 

§  564.6  Length  of  enlistment.  En¬ 
listments  and  reenlistments  in  the  En¬ 
listed  Reserve  Corps  will  be  for  3  years. 
However,  a  male  enlistee  who  upon  en¬ 
listment  has  not  attained  the  twenty- 
sixth  anniversary  of  the  date  of  his  birth 
and  who  has  not  completed  a  period  of 
service  entered  upon  under  the  provi¬ 
sions  of  section  4  (d)  (1),  (2)  or  (3). 
Universal  Military  Training  and  Service 
Act,  as  amended  (Pub.  Law  51,  82d 
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Cong.) ,  Incurs  the  8-year  service  obliga¬ 
tion  imposed  by  section  4  (d)  (3)  of  that 
act. 

(39  Stat.  195,  41  SUt.  780.  44  Stat.  705;  10 
U.  S.  C.  421.  423-427)  (C4.  SR  140-107-1, 

May  6.  1952] 

[SEAL]  WM.  E.  BeRGIN, 

Major  General.  U.  S.  Army, 

The  Adjutant  General. 

IP.  R.  Doc.  62-6348;  Piled.  June  9.  1952; 
8:53  a.  in.) 


TITLE  32A— NATIONAL  DEFENSE, 
APPENDIX 

Chapter  III — Office  of  Price  Stabiliza¬ 
tion,  Economic  Stabilization  Agency 

[Calling  Price  Regulation  5.  Supplementary 
Regulation  1] 

CPR  5 — Iron  and  Steel  Scrap 

SR  1 - CEILING  FEES  FOR  STORAGE  OF  IRON 

AND  STEEL  SCRAP  IN  SPECIAL  EMERGENCY 

CIRCUMSTANCES 

Pursuant  to  the  Defense  Production 
Act  of  1950,  as  amended.  Executive 
Order  10161,  and  Economic  Stabilization 
Agency  General  Order  No.  2.  this  Sup¬ 
plementary  Regulation  1  to  Ceiling  Price 
Regulation  5  is  hereby  issued. 

STATEMENT  OF  CONSIDERATIONS 

This  supplementary  regulation  estab¬ 
lishes  a  ceiling  charge  to  be  made  for 
the  service  of  unloading,  storing  and  re¬ 
loading  iron  or  steel  scrap  when,  be¬ 
cause  of  a  strike  at  a  consumer’s  mill  or 
in  anticipation  of  such  a  strike,  the  con¬ 
sumer  authorizes  a  person  to  perform 
such  service.  This  regulation  is  an 
emergency  measure  only  and  permits 
such  charges  to  be  made  only  on  ship¬ 
ments  received  after  June  1,  1952  and 
not  later  than  24  hours  after  the  ter¬ 
mination  of  the  strike  at  the  mill  for 
which  the  service  is  being  performed. 

It  is  customary  in  the  iron  and  steel 
scrap  industry  for  consumers  in  antici¬ 
pation  of  and  during  a  strike  to  have 
scrap  which  is  in  transit  to  them  un¬ 
loaded  and  stored  at  certain  authorized 
locations  because  of  their  inability  to 
handle  the  scrap  at  their  mill.  This 
action  enables  the  consumers  to  stock¬ 
pile  vitally  needed  scrap  and  to  minimize 
the  demurrage  charges  which  would 
otherwise  accumulate. 

In  the  opinion  of  the  Director,  the 
$1.50  per  gross  ton  charge  is  reasonable 
for  such  services  and  is  in  line  with 
charges  othenA  ise  authorized  under  CPR 
5.  While  it  may  be  noted  that  a  $1.50 
charge  is  allowed  for  merely  loading 
scrap  which  is  purchased  “as  is,  where 
Is,”  such  loading  is  normally  done  with¬ 
out  the  aid  of  the  efficient  scrap  handling 
equipment  available  in  the  average 
dealer  or  broker’s  yard  where  the  ma¬ 
terial  will  be  stored. 

The  charge  for  this  service  may  be 
made  only  where  the  scrap  originates  at 
some  point  other  than  the  yard  at  which 
the  material  is  being  stored. 

Since  the  dealer  preparing  iron  or  steel 
scrap  on  an  intransit  preparation  feo 
basis  is  already  compensatecl  for  unload¬ 
ing  and  reloading  the  material,  no  addi¬ 
tional  charge  for  such  services  may  be 


made  by  such  person  under  this  supple¬ 
mentary  regulation. 

In  view  of  the  nature  of  this  supple¬ 
mentary  regulation  special  circum¬ 
stances  have  rendered  consultation  with 
industry  representatives  including  trade 
association  representatives  impracti¬ 
cable. 

REGULATORY  PROVISIONS 

Sec. 

1.  What  this  regulation  does, 
a.  Ceiling  price. 

3.  Record-keeping  requirements. 

4.  Incorporation  of  CPR  6  provisions, 

Authoritt:  Sections  1  to  4  issued  under 
sec.  704,  64  Stat.  aiO.  Pub.  Law  96,  82d  Cong., 
60  U.  S.  C.  App.  Sup.  2154.  Interpret  or  apply 
Title  IV.  64  Stat.  803.  Pub.  Law  96,  82d  Cong., 
50  U.  S.  C.  App.  Sup.  2101-2110;  E.  O.  10161, 
Sept.  9.  1950,  16  F.  R.  6105;  3  CPR,  1950  Supp. 

Section  1.  What  this  regulation  does. 
This  regulation  establishes  a  flat  ceiling 
fee  of  $1.50  per  gross  ton  for  the  service 
of  unloading,  storing,  weighing  and  re¬ 
loading  rail  or  vessel  shipments  of  iron 
or  steel  scrap  in  anticipation  of  and  for 
the  duration  of  the  steel  strike  within 
certain  limitations  set  forth  in  section  2. 

Sec.  2.  Ceiling  price.  Any  person  may 
charge  and  any  consumer  may  pay  a  fee 
not  in  excess  of  $1.50  per  gross  ton  for  the 
service  of  receiving,  unloading,  storing 
and  reloading,  inclusive,  iron  and  steel 
scrap,  provided  that  all  of  the  following 
conditions  are  met; 

(1)  The  person  making- such  a  charge 
has  been  requested  in  writing  by  the  con¬ 
sumer  to  receive  and  unload  rail  or  vessel 
shipments  of  iron  and  steel  scrap  at  his 
yard  or  at  some  other  location  designated 
by  the  consumer  for  the  duration  of  a 
strike  affecting  the  consumer’s  mill; 

(2)  The  rail  or  vessel  shipment  is  un¬ 
loaded  for  storing  after  June  1,  1952  and 
not  later  than  24  hours  after  the  official 
termination  of  the  strike  at  the  mill  for 
which  the  service  is  being  performed; 

(3)  The  iron  and  steel  scrap  for  which 
the  charge  is  being  made  originated 
neither  in  such  person’s  yard  nor  at  the 
location  designated  by  the  consumer  for 
storing. 

(b)  In  no  case  may  a  dealer  charge  a 
fee  under  this  section  for  material  for 
which  he  is  also  charging  an  intransit 
preparation  fee  under  CPR  5. 

(c)  No  additional  charge  may  be  made 
by  such  person  for  weighing  the  material 
so  handled. 

Sec.  3.  Record-keeping  requirements. 
Every  person  making  a  charge  to  a 
consumer  under  this  supplementary 
regulation  shall  keep  and  maintain  for 
inspection  by  the  Office  of  Price  Stabil¬ 
ization  for  a  period  of  two  years  accurate 
records  showing  the  charge  made,  the 
name  and  address  of  the  consumer,  the 
authorization  from  the  consumer  to  store 
the  scrap;  the  names  and  addresses  of 
the  shippers;  the  shipping  points;  the 
tonnage  involved  in  each  scrap  ship¬ 
ment;  the  numbers  of  the  railroad  cars 
in  which  the  scrap  was  received  for  un¬ 
loading;  the  date  when  the  scrap  ship¬ 
ments  were  received  for  unloading  and 
the  date  on  which  the  scrap  was  reloaded 
and  shipped  to  the  consumer. 

Sec.  4.  Incorporation  of  CPR  5  provi¬ 
sions.  Any  person  subject  to  this  sup¬ 
plementary  regulation  is  also  subject  to 


all  provisions  of  Celling  Price  Regula¬ 
tion  5  not  inconsistent  with  the  provision 
of  this  regulation  including  but  not  lim¬ 
ited  to  the  enforcement  and  evasion  pro¬ 
visions  thereof.  All  terms  used  in  this 
regulation  shall  have  the  same  mean¬ 
ing  as  those  used  in  Ceiling  Price 
Regulation  5. 

Effectii^  date.  This  supplementary 
regulation  to  Ceiling  Price  Regulation  5 
shall  become  effective  June  6,  1952. 

Note:  All  record-keeping  requirements  of 
this  regulation  have  been  approved  by  the 
Bureau  of  the  Budget  In  accordance  with  the 
Federal  Reports  Act  of  1942. 

EIllis  Arnall, 

Director  of  Price  Stabilization. 

June  6,  1952. 

(F.  R.  Doc.  52-6410;  Filed,  June  6,  1952; 

4:38  p.  m.j 


(Ceiling  Price  Regulation  24,  Interpreta¬ 
tion  1] 

CPR  24 — Ceiling  Prices  of  Beef  Sold  at 
Wholesale 

INT.  1 — sales  of  beef  WITH  FREEZERS  OR 
REFRIGERATORS 

Several  inquiries  have  been  received 
about  the  regulations  covering  beef  sales 
in  conjunction  with  sales  of  freezers  or 
refrigerators.  Numerous  plans  have 
been  developed  recently  whereby  pur¬ 
chasers  of  such  appliances  are  offered  a 
supply  of  beef  at  the  time  of,  and  as  an 
inducement  for,  such  purchases.  While 
the  plans  vary  in  detail,  they  have  raised 
several  common  questions  regarding  the 
application  of  various  sections  of  Ceiling 
Price  Regulation  (CPR)  24  and  CPR  25, 
Revised.  This  interpretation  answers 
basic  or  common  questions  in  this  regard 
which  have  come  to  the  attention  of  the 
Office  of  Price  Stabilization. 

1.  Sales  must  be  separate.  Any  ar¬ 
rangement,  agreement,  contract,  under¬ 
standing,  or  other  device  between  any 
persons,  w’hich  requires  a  buyer  to  pur¬ 
chase  a  freezer  or  other  appliance  in 
order  to  purchase  any  beef  item  at  retail, 
is  a  violation  of  sections  13  (a)  and  13 
(b)  (6)  of  CPR  25,  Revised.  Purchases 
of  freezers  or  other  appliances  and  pur¬ 
chases  of  beef  at  retail  must  be  separate 
and  clearly  distinguishable  transactions. 
There  must  be  an  independent  offer  and 
acceptance  for  each  transaction,  and 
purchasers  of  either  commodity  must 
have  a  free  choice  as  to  whether  or  not 
they  will  buy  the  other  commodity. 

2.  Offers  may  not  be  restrictive.  Not 
only  the  sale  but  also  the  offer  to  sell  a 
beef  item  at  retail  upon  condition  of  the 
purchase  of  any  other  commodity  or 
service  is  a  violation  of  sections  13  (a) 
and  13  (b)  (6)  of  CPR  25,  Revised.  The 
offer  to  sell  a  beef  item  exclusively  to 
buyers  of  appliances  is  equivalent  to  forc¬ 
ing  would-be  purchasers  of  beef  items  to 
buy  the  appliances,  Tliis  practice  is  a 
restriction  of  the  sale  of  beef  items  to 
the  buyers  of  the  appliances  only,  and  is 
therefore  prohibited.  Anyone  wishing 
to  sell  beef  items  to  appliance  buyers 
must  offer  such  items  to  the  general 
retail  trade. 
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3.  Separate  billing.  Section  8  (b)  of 
CPR  23.  Revised,  provides  that  on  every 
sale  of  25  pounds,  or  more,  of  beef  at 
retail  made  in  connection  with  the  sale 
of  refrigeration  equipment,  or  any  other 
appliance,  a  document  must  be  given  to 
the  purchaser,  listing  the  names  of  all 
beef  cuts  sold,  together  w’ith  the  cost  per 
pound  and  all  charges  for  each  cut. 
These  facts  must  be  shown  on  that  doc¬ 
ument  in  such  a  manner  that  the  costs 
and  charges  for  the  beef  cuts  can  be 
clearly  distinguished  from  the  costs  and 
charges  for  other  commodities,  and  can 
be  identified  as  relating  only  to  the  sale 
of  beef  cuts. 

4.  Overcharges  to  cover  financing  not 
permitted.  Section  13  (b)  (10)  of  CPR 
25.  Revised,  prohibits  charging  or  re¬ 
ceiving  any  consideration  for  any  serv¬ 
ice  (in  connection  with  the  sale  of  beef 
at  retail)  for  which  a  ceiling  price  has 
not  been  provided  in  the  regulation. 
Financing  the  purchase  of  beef  at  retail 
is  a  “service”  in  connection  with  a  sale 
within  the  meaning  of  this  section,  and 
no  ceding  price  has  been  provided  in  the 
regulation  for  financing  service.  There¬ 
fore,  the  seller  may  not  make  any 
charge  for  any  financing  service  in  con¬ 
nection  with  the  purchase  of  a  beef  item 
at  retail,  in  the  form  of  interest  or 
otherwise,  if  the  addition  of  this  charge 
to  the  price  charged  for  the  beef  item 
’will  cause  the  total  charges  to  exceed  the 
regulation’s  ceiling  price  for  the  beef 
item. 

Such  an  excess  charge  is  also  a  viola¬ 
tion  of  the  regulation  if  made  by  an 
aSliate,  subsidiary,  principal  or  agent 
of  the  seller  of  beef. 

This  interpretation  does  not  prohibit 
the  retail  sale  or  purchase  of  beef  items 
on  credit.  It  prohibits  only  the  taking 
of  any  consideration  for  providing  such 
credit  in  excess  of  CPR  25,  Revised, 
ceilings. 

5.  Limitation  on  sale  of  wholesale  cuts. 
Many  of  the  combination  plans  appar¬ 
ently  include  the  sale  to  consumers  of 
sides  or  quarters  of  beef.  Attention  is 
called  to  section  13  (b)  (3)  of  CPR  25, 
Revised,  which  prohibits  the  sale  of 
wholesale  beef  cuts  for  which  retail 
prices  have  not  been  set  in  section  40  of 
the  regulation,  except  as  provided  in  sec¬ 
tion  13  (c).  While  this  interpretation 
does  not  purport  to  summarize  section  13 
(b)  (3),  it  is  appropriate  to  state  here 
that  only  the  following  wholesale  beef 
cuts  may  be  sold  to  consumers  by  re¬ 
tailers  not  covered  by  section  13  (c) : 
Round,  sirloin,  short  loin,  trimmed  loin, 
rib,  flank,  regular  chuck,  short  plate, 
brisket  and  fore  shank.  All  such  cuts 
must  conform  to  the  cutting  definitions 
of  CPR  25,  Revised.  Carcasses,  sides, 
hindquarters  and  forequarters  may  be 
sold  at  retail  only  by  sellers  qualifying 
under  section  13  (c).  It  is  also  noted 
that  any  charge  in  connection  with  the 
permitted  sale  of  wholesale  cuts,  which 
results  in  an  overceiling  price,  is  a  viola¬ 
tion  of  sections  13  (a)  and  13  (b)  (10) 
♦hereof,  except  as  provided  in  section  13 
ic).  Among  the  charges  prohibited 
thereby  are  w-rapping,  cutting,  packag¬ 
ing,  processing  and  similar  charges. 

6.  Sales  of  beef  by  appliance  vendors. 
Any  vendor  of  appliances  who  sells  beef 
items  to  a  consumer,  who  bills  a  con¬ 


sumer  for  beef  items  on  his  own  account, 
or  who  receives  a  consideration  for  a  sale 
of  beef  items  to  a  consumer,  is  a  seller 
of  beef  at  retail  and  is  subject  to  the  pro¬ 
visions  of  CPR  25,  Revised.  As  such  he 
must  keep  the  records  and  make  the  re¬ 
ports  required  of  such  sellers  by  sections 
11  and  12  of  the  regulation.  For  the 
purposes  of  this  regulation  he  must  de¬ 
termine  his  store  group  according  to 
Article  III.  A  store  which  sells  only  ap¬ 
pliances  and  food  is  not  a  store  selling 
general  merchandise  under  this  regula¬ 
tion,  and  its  group  may  not  be  de¬ 
termined  under  section  32  (a). 

7.  Sales  of  beef  to  appliance  vendors. 
A  sale  of  a  beef  item  to  an  appliance 
vendor  by  a  retailer  for  resale  is  not 
a  sale  to  a  consumer,  but  a  sale  to 
another  retailer  for  resale.  Therefore 
in  such  a  transaction  both  the  seller  and 
the  buyer  must  comply  wuth  the  provi¬ 
sions  of  section  23  of  CPR  25,  Revised. 
This  section,  among  other  things,  pro¬ 
hibits  the  sale  of  wholesale  cuts  by  one 
retailer  to  another. 

Under  section  3  (h)  of  CPR  24.  pre¬ 
fabricated  retail  cuts  may  be  sold  to  a 
retailer  at  wholesale  only  if  the  condi¬ 
tions  stated  in  section  11  (b)  of  that 
regulation  are  complied  with.  The  sale 
of  fabricated  cuts  (cuts  usually  sold  to 
eating  places)  to  domestic  retailers  is 
prohibited  by  section  8  (b)  (3)  of  that 
regulation. 

Any  transaction  in  w'hich  a  retailer  of 
beef  (a)  transfers  title  to  a  beef  item 
to  an  appliance  vendor,  or  (b)  receives 
a  consideration  from  an  appliance  ven¬ 
dor  for  the  sale,  transfer,  or  delivery  of 
a  beef  item  to  any  person,  is  a  sale  of  a 
beef  item  by  the  retailer  to  the  appliance 
vendor.  However,  where  an  appliance 
vendor  acts  as  an  agent  for  collection  or 
payment  only,  in  connection  with  a  sale 
of  beef  at  retail,  the  transaction  betw’een 
the  retailer  and  the  appliance  vendor  is 
not  a  sale  of  beef  and  is  not  subject  to 
the  provisions  of  CPR  25,  Revised. 

(Secs.  704,  64  Stat.  816,  as  amended;  50 
U.  S.  C.  App.  Sup.  2154) 

Herbert  N.  Maletz, 

Chief  Counsel, 
Office  of  Price  Stabilization. 

June  9,  1952. 

[F.  R.  Doc.  52-6435;  Filed.  June  9,  1952; 

11:31  a.  m.] 


(Ceiling  Price  Regulation  25,  Interpretation 
3,  Revised) 

CPR  25 — Revised  Ceiling  Prices  op 
Beef  Items  Sold  at  Retail 

INT.  3 — SALES  OF  BEEF  WITH  FREEZERS  OR 
REFRIGERATORS 

Several  inquiries  have  been  received 
about  the  regulations  covering  beef  sales 
In  conjunction  with  sales  of  freezers  or 
refrigerators.  Numerous  plans  have 
been  developed  recently  whereby  pur¬ 
chasers  of  such  appliances  are  offered  a 
supply  of  beef  at  the  time  of,  and  as  an 
inducement  for,  such  purchases.  While 
the  plans  vary  in  detail,  they  have 
raised  several  common  questions  regard¬ 
ing  the  application  of  various  sections  of 
Ceiling  Price  Regulation  (CPR)  24  and 


CPR  25,  Revised.  This  interpretation 
answers  basic  or  common  questions  in 
this  regard  which  have  come  to  the  at¬ 
tention  of  the  Office  of  Price  Stabiliza¬ 
tion. 

1.  Sales  must  be  separate.  Any  ar¬ 
rangement,  agreement,  contract,  under¬ 
standing,  or  other  device  between  any 
persons,  which  requires  a  buyer  to  pur¬ 
chase  a  freezer  or  other  appliance  in 
order  to  purchase  any  beef  item  at  re¬ 
tail,  is  a  violation  of  sections  13  (a)  and 
13  (b)  (6)  of  CPR  25,  Revised,  Pur¬ 
chases  of  freezers  or  other  appliances 
and  purchases  of  beef  at  retail  must  be 
separate  and  clearly  distinguishable 
transactions.  There  must  be  an  inde¬ 
pendent  offer  and  acceptance  for  each 
transaction,  and  purchasers  of  either 
commodity  must  have  a  free  choice  as 
to  whether  or  not  they  will  buy  the  other 
commodity. 

2.  Offers  may  not  be  restrictive.  Not 
only  the  sale  but  also  the  offer  to  sell  a 
beef  item  at  retail  upon  condition  of 
the  purchase  of  any  other  commodity 
or  service  is  a  violation  of  sections  13 
(a)  and  13  (b)  (6)  of  CPR  25,  Revised. 
The  offer  to  sell  a  beef  item  exclusively 
to  buyers  of  appliances  is  equivalent 
to  forcing  would-be  purchasers  of  beef 
items  to  buy  the  appliances.  This  prac¬ 
tice  is  a  restriction  of  the  sale  of  beef 
items  to  the  buyers  of  the  appliances 
only,  and  is  therefore  prohibited.  Any¬ 
one  wishing  to  sell  beef  items  to  appli¬ 
ance  buyers  must  offer  such  items  to  the 
general  retail  trade. 

3.  Separate  billmg.  Section  8  (b)  of 
CPR  25,  Revised,  provides  that  on  every 
sale  of  25  pounds,  or  more,  of  beef  at 
retail  made  in  connection  with  the  sale 
of  refrigeration  equipment,  or  any  other 
appliance,  a  document  must  be  given  to 
the  purchaser,  listing  the  names  of  all 
beef  cuts  sold,  together  with  the  cost  per 
pound  and  all  charges  for  each  cut. 
These  facts  must  be  show’n  on  that  docu¬ 
ment  in  such  a  manner  that  the  costs 
and  charges  for  the  beef  cuts  can  be 
clearly  distinguished  from  the  costs  and 
charges  for  other  commodities,  and  can 
be  identified  as  relating  only  to  the  sale 
of  beef  cuts. 

4.  Overcharges  to  cover  financing  not 
permitted.  Section  13  (b)  (10)  of  CPR 
25,  Revised,  prohibits  charging  or  re¬ 
ceiving  any  consideration  for  any  serv¬ 
ice  (in  connection  with  the  sale  of  beef 
at  retail)  for  which  a  ceiling  price  has 
not  been  provided  in  the  regulation. 
Financing  the  purchase  of  beef  at  retail 
is  a  “service”  in  connection  with  a  sale 
within  the  meaning  of  this  section,  and 
no  ceiling  price  has  been  provided  in  the 
regulation  for  financing  service.  There¬ 
fore,  the  seller  may  not  make  any 
charge  for  any  financing  service  in  con¬ 
nection  with  the  purchase  of  a  beef  item 
at  retail,  in  the  form  of  interest  or 
otherwise,  if  the  addition  of  this  charge 
to  the  price  charged  for  the  beef  item 
will  cause  the  total  charges  to  exceed 
the  regulation’s  ceiling  price  for  the  beef 
item. 

Such  an  excess  charge  is  also  a  viola¬ 
tion  of  the  regulation  if  made  by  an 
affiiiate,  subsidiary,  principal  or  agent  of 
the  seller  of  beef. 

This  interpretation  does  not  prohibit 
the  retail  sale  or  purchase  of  beef  items 
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on  credit.  It  prohibits  only  the  taking 
of  any  consideration  for  providing  such 
credit  in  excess  of  CPR  25,  Revised, 
ceilings. 

5.  Limitation  on  sale  of  wholesale  cuts. 
Many  of  the  combination  plans  ap¬ 
parently  include  the  sale  to  consumers  of 
sides  or  quarters  of  beef.  Attention  is 
called  to  section  13  (b)  (3)  of  CPR  25, 
Revised,  which  prohibits  the  sale  of 
wholesale  beef  cuts  for  which  retail 
prices  have  not  been  set  in  section  40  of 
the  regulation,  except  as  provided  in 
section  13  (c).  While  this  interpreta¬ 
tion  does  not  purport  to  summarize  sec¬ 
tion  13  (b)  (3),  it  is  appropriate  to  state 
here  that  only  the  following  wholesale 
beef  cuts  may  be  sold  to  consumers  by 
retailers  not  covered  by  section  13  (c) : 
Round,  sirloin,  short  loin,  trimmed  loin, 
rib,  flank,  regular  chuck,  short  plate, 
brisket  and  fore  shank.  All  such  cuts 
must  conform  to  the  cutting  definitions 
of  CPR  25,  Revised.  Carcasses,  sides, 
hindquarters  and  forequarters  may  be 
sold  at  retail  only  by  sellers  qualifying 
under  section  13  (c).  It  is  also  noted 
that  any  charge  in  connection  with  the 
permitted  sale  of  wholesale  cuts,  which 
results  in  an  overceiling  price,  is  a  viola¬ 
tion  of  sections  13  (a)  and  13  (b)  (10) 
thereof,  except  as  provided  in  section  13 
(c).  Among  the  charges  prohibited 
thereby  are  wrapping,  cutting,  packag¬ 
ing,  processing  and  similar  charges. 

6.  Sales  of  beef  by  appliance  vendors. 
Any  vendor  of  appliances  who  sells  beef 
items  to  a  consumer,  who  bills  a  con¬ 
sumer  for  beef  items  on  his  own  account, 
or  who  receives  a  consideration  for  a 
sale  of  beef  items  to  a  consumer,  is  a 
seller  of  beef  at  retail  and  is  subject  to 
the  provisions  of  CPR  25,  Revised.  As 
such  he  must  keep  the  records  and  make 
the  reports  required  of  such  sellers  by 
Sections  11  and  12  of  the  regulation. 
For  the  purposes  of  this  regulation  he 
must  determine  his  store  group  according 
to  Article  III.  A  store  which  sells  only 
appliances  and  food  is  not  a  store  selling 
general  merchandise  under  this  regula¬ 
tion,  and  its  group  may  not  be  deter¬ 
mined  under  section  32  (a). 

7.  Sales  of  beef  to  appliance  vendors. 
A  sale  of  a  beef  item  to  an  appliance 
vendor  by  a  retailer  for  resale  is  not  a 
sale  to  a  consumer,  but  a  sale  to  another 
retailer  for  resale.  Therefore  in  such  a 
transaction  both  the  seller  and  the  buyer 
must  comply  with  the  provisions  of  sec¬ 
tion  23  of  CPR  25,  Revised.  This  section, 
among  other  things,  prohibits  the  sale  of 
wholesale  cuts  by  one  retailer  to  another. 

Under  section  3  (h)  of  CPR  24,  pre¬ 
fabricated  retail  cuts  may  be  sold  to  a 
retailer  at  wholesale  only  if  the  condi¬ 
tions  stated  In  section  11  (b)  of  that 
regulation  are  complied  with.  The  sale 
of  fabricated  cuts  (cuts  usually  sold  to 
eating  places)  to  domestic  retailers  is 
prohibited  by  section  8  (b)  (3)  of  that 
regulation. 

Any  transaction  in  which  a  retailer  of 
beef  (a)  transfers  title  to  a  beef  item  to 
an  appliance  vendor,  or  (b)  receives  a 
consideration  from  an  appliance  vendor 
for  the  sale,  transfer,  or  delivery  of  a 
beef  item  to  any  person,  is  a  sale  of  a  beef 
Item  by  the  retailer  to  the  appliance 
vendor.  However,  where  an  appliance 
vendor  acts  as  an  agent  for  collection  or 


payment  only,  in  connection  with  a  sale 
of  beef  at  retail,  the  transaction  between 
the  retailer  and  the  appliance  vendor  is 
not  a  sale  of  beef  and  is  not  subject  to 
the  provisions  of  CTR  25,  Revised. 

(Sec.  704,  64  Stat.  816,  as  amended;  60  U.  S. 
C.  App.  Sup.  2154) 

Herbert  N.  Maletz, 

Chief  Counsel, 
Office  of  Price  Stabilization. 

June  9,  1952. 

(F.  R.  Doc.  62-6436;  Filed,  June  9,  1952; 
11:31  a.  m.] 


{General  Celling  Price  Regulation,  Interpre¬ 
tation  58] 

General  Ceiling  Price  Regulation 

INT.  58 — ROUNDING  OF  FRACTIONS  IN  THE 

SALE  OF  BUTTER  AND  MILK  POWDER 

(SECTION  22) 

Under  section  22  of  the  General  Ceil¬ 
ing  Price  Regulation,  in  the  case  of  a 
sale  of  a  single  unit  of  a  commodity,  a 
fraction  of  a  cent  in  the  price  is  dropped 
if  it  is  less  than  one-half  cent,  and  in¬ 
creased  to  the  next  highest  cent  if  it  is 
one-half  cent  or  more;  while  in  the  case 
of  a  sale  of  more  than  one  unit,  the  un¬ 
rounded  fraction  in  the  unit  ceiling 
price  is  multiplied  by  the  number  of 
units  being  sold  and  any  resulting  frac¬ 
tion  in  the  total  quantity  price  is 
dropped  if  it  is  less  than  one-half  cent 
and  increased  to  the  next  highest  cent 
if  it  is  one-half  cent  or  more. 

The  different  treatment  of  fractions 
set  forth  in  Supplementary  Regulation 
20  to  the  General  Ceiling  Price  Regula¬ 
tion  is  adopted  in  recognition  of  the 
customary  practice  of  the  fluid  milk  in¬ 
dustry  to  establish  unit  prices  expressed 
in  fractions  of  cents.  This  is  limited  to 
sales  of  milk,  cream,  and  milk  products 
for  fluid  consumption,  the  sales  of  which 
are  covered  by  Supplementary  Regula¬ 
tion  20,  and  has  no  application  to  sales 
of  butter  and  milk  powder,  which  are 
covered  by  the  General  Ceiling  Price 
Regulation  alone. 

(Sec.  704,  64  Stat.  816,  as  amended;  50 
U.  S.  C.  App.  Sup.  2154) 

Herbert  N.  Maletz, 

Chief  Counsel, 
Office  of  Price  Stabilization. 

June  9,  1952. 

{F.  R.  Doc.  62-6438:  Piled,  June  9.  1952; 
11:32  a.  m.] 


{GCPR,  Supplementary  Regulation  20, 
Interpretation  IJ 

GCPR,  SR  20 — Milk,  Cream  and  Milk 
Products  for  Fluid  Consumption 

XNT,  I — ROUNDING  OF  FRACTIONS  IN  THE 
SALE  OF  BUTTER  AND  MILK  POWDER  (SEC¬ 
TION  22) 

Under  section  22  of  the  General  Ceil¬ 
ing  I»rice  Regulation,  in  the  case  of  a 
sale  of  a  single  unit  of  a  commodity,  a 
fraction  of  a  cent  in  the  price  is  dropped 
if  It  is  less  than  one-half  cent,  and  in¬ 
creased  to  the  next  highest  cent  if  it  is 


one -half  cent  or  more;  while  in  the  case 
of  a  sale  of  more  than  one  unit,  the  un¬ 
rounded  fraction  in  the  unit  ceiling  price 
is  multiplied  by  the  number  of  units 
being  sold  and  any  resulting  fraction  in 
the  total  quantity  price  is  dropped  if  it 
is  less  than  one-half  cent  and  increased 
to  the  next  highest  cent  if  it  is  one-half 
cent  or  more. 

The  different  treatment  of  fractions 
set  forth  in  Supplementary  Regulation 
20  to  the  General  Ceiling  Price  Regula¬ 
tion  is  adopted  in  recognition  of  the 
customary  practice  of  the  fluid  milk  in¬ 
dustry  to  establish  unit  prices  expressed 
in  fractions  of  cents.  This  is  limited  to 
sales  of  milk,  cream,  and  milk  products 
for  fluid  consumption,  the  sales  of  which 
are  covered  by  Supplementary  Regula¬ 
tion  20.  and  has  no  application  to  sales 
of  butter  and  milk  powder,  which  are 
covered  by  the  General  Ceiling  Price 
Regulation  alone. 

(Sec.  704,  64  Stat.  816,  as  amended:  50  U.  S.  C. 
App.  Sup.  2154) 

Herbert  N.  Maletz, 

Chief  Counsel, 
Office  of  Price  Stabilization. 

June  9,  1952. 

[F.  R.  Doc,  52-6439;  Filed,  June  9.  1952; 

11:32  a.  m.] 


Chapter  VI — National  Production  Au¬ 
thority,  Department  of  Commerce 

(NPA  Order  M-2,  Amendment  1  of  June  6, 
1952]  • 

M-2 — Rubber 

MISCELLANEOUS  AMENDMENTS 

This  amendment  Is  found  necessary 
and  appropriate  to  promote  the  national 
defense.  It  is  issued  pursuant  to  both 
the  Defense  Production  Act  of  1950,  as 
amended,  and  the  Rubber  Act  of  1948, 
as  amended.  In  the  formulation  of  this 
amendment,  consultation  with  industry 
representatives  has  been  impossible  be¬ 
cause  of  the  need  for  immediate  action. 

NPA  Order  M-2,  as  last  amended 
April  21,  1952,  is  further  amended  as 
follows : 

1,  Section  3  (j)  Is  amended  to  elimi¬ 
nate  number  3  pale  latex  crepe  from  the 
definition  of  “pale  crepe”.  As  so 
amended,  section  3  (j)  reads  as  follows: 

(j)  “Pale  crepe”  means  dry  natural 
rubber  produced  from  the  fresh  coagula 
of  natural  liquid  latex  meeting  the  speci¬ 
fications  of  the  Rubber  Manufacturers 
Association  for  pale  latex  crepes,  thick  or 
thin,  numbers  IX,  1,  or  2. 

2.  Section  6  is  amended  by  Increasing 
the  percentage  of  GR-S  which  may  be 
purchased  in  the  form  of  cold  rubber 
during  the  third  calendar  quarter.  As 
amended  section  6  reads  as  follows: 

Sec.  6.  Limitation  on  purchase  of  cold 
GR-S.  No  person  may  purchase  for 
delivery  during  the  second  calendar 
quarter  of  1952  a  quantity  of  dry  cold 
rubber  in  excess  of  50  percent  of  all  of 
the  dry  GR-S  he  purchases  from  the 
Reconstruction  Finance  Corporation  for 
delivery  during  that  calendar  quarter. 
No  person  may  purchase  for  (lelivery 
during  the  third  calendar  quarter  of  1952, 
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or  any  subsequent  calendar  quarter,  a 
quantity  of  dry  cold  rubber  in  excess  of 
70  percent  of  all  of  the  dry  GR-S  he 
purchases  from  the  Reconstruction  Fi¬ 
nance  Corporation  for  delivery  during 
that  calendar  quarter. 

3.  Section  8  (a)  Is  amended  by  in¬ 
creasing  from  120  to  130  the  permitted 
percentage  of  base-period  usage  of  high- 
tenacity  rayon.  As  so  amended,  section 
8  (a)  reads  as  follows: 

Sec.  8.  Limitation  on  high-tenacity 
rayon  for  rubber  products,  (a)  Com¬ 
mencing  with  the  second  calendar  quar¬ 
ter  of  1952,  no  person  shall,  in  any  calen¬ 
dar  quarter,  use  a  greater  quantity  by 
weight  of  high-tenacity  rayon  in  the 
manufacture  of  rubber  products  (includ¬ 
ing  those  products  required  to  fill  any 
contracts  of  the  Department  of  Defense, 
or  any  division  thereof,  or  of  the  Atomic 
Energy  Commission)  than  130  percent 
of  his  use  of  high-tenacity  rayon  in  such 
manufacture  during  the  3  months  end¬ 
ing  June  30,  1951. 

(Sec.  704,  64  Stat.  816.  Pub.  Law  96,  82d  Cong.; 
50  U.  S.  C.  App.  Sup.  2154) 

This  amendment  shall  take  effect  June 
6.  1952. 

National  Production 
Authority, 

By  John  B.  Olverson, 

Recording  Secretary. 

IF.  R.  Doc.  52-6398;  Filed,  June  6,  1952; 

1:56  p.  m.J 


(CMP  Regulation  No.  1,  Direction  13  of 
June  6,  1952] 

CMP  Reg.  1 — Basic  Rules  of  the  Con¬ 
trolled  Materials  Pl.'.n 

DIR.  13 — SPECIAL  PREFERENCE  STATUS  OP 
CERTAIN  AUTHORIZED  CONTROLLED  MATE¬ 
RIAL  ORDERS 

This  direction  under  CMP  Regulation 
No.  1  is  found  necessary  and  appropriate 
to  promote  the  national  defense  and  is 
issued  pursuant  to  the  Defense  Produc¬ 
tion  Act  of  1950,  as  amended.  In  the  for¬ 
mulation  of  this  direction,  consultation 
with  industry  representatives  has  been 
rendered  impracticable  due  to  the  need 
for  immediate  action  and  because  the 
direction  affects  many  different  indus¬ 
tries. 

Sec. 

1.  What  this  direction  does. 

2.  Status  of  certain  ACM  orders. 

3.  Relationship  of  inventory  to  special  pref¬ 

erence  status. 

4.  Limitation  on  placement  of  orders. 

5.  Applicability  of  other  regulations  and  or¬ 

ders. 

Authority:  Sections  1  to  5  Issued  under 
sec.  704.  64  Stat.  816,  Pub.  Law  96.  82d  Cong. 
50  U.  S.  C.  App.  Sup.  2154.  Interpret  or 
apply  sec.  101,  64  Stat.  799,  Pub.  Law  96, 
82d  Cong.;  50  U.  S.  C.  App.  Sup.  2071;  sec.  101, 
E.  O.  10161;  Sept.  9.  1950,  15  F.  R.  6105; 
3  CFR.  1950  Supp.;  sec.  2,  E.  O.  102C0,  Jan.  3, 
1951.  16  F.  R.  61;  3  CFR.  1951  Supp.;  secs. 
492.  405.  E,  O.  10281,  Aug.  28,  1951,  16  F.  R. 
8789;  3  CFR.  1951  Supp. 

Section  1.  What  this  direction  does. 
The  purpose  of  this  direction  is  to  chan¬ 
nel  into  defense  programs,  so  far  as  prac¬ 
ticable,  the  steel  production  of  mills  in 
No.  113 - 3 


which  there  are  no  work  stoppages.  This 
will  be  accomplished  by  temporarily  ac¬ 
cording  special  preference  status,  at  the 
mill  level,  to  authorized  controlled  mate¬ 
rial  orders  placed  in  support  of  certain 
military,  atomic  energy,  and  machine 
tool  programs.  Such  orders  may  be 
placed  only  by  persons  who  are  author¬ 
ized  to  use  designated  program  identifi¬ 
cations,  and  whose  inventory  on  the  date 
of  placement  of  the  order  does  not  exceed 
a  45-day  supply. 

Sec,  2.  Status  of  certain  ACM  orders. 
(a)  Within  the  limitation  of  the  produc¬ 
tion  directive  which  he  has  received 
from  NPA,  a  steel  controlled  materials 
producer  shall  accept  all  authorized 
controlled  material  orders  bearing  a  pro¬ 
gram  identification  listed  in  Schedule  I 
of  this  direction,  cfilling  for  delivery  of 
an  item  of  steel  controlled  material 
(other  than  castings)  on  or  before  Sep¬ 
tember  15.  1952,  even  if  such  orders  are 
tendered  after  the  expiration  of  the  lead 
time  for  that  item  specified  in  Schedule 
III  to  CMP  Regulation  No.  1.  All  such 
orders  (including  those  previously  placed 
which  bear  a  program  identification 
listed  in  Schedule  I  of  this  direction) 
shall  have  equal  preferential  status  and 
must  be  accepted  and  filled  by  the  pro¬ 
ducer  in  preference  to  all  other  orders 
previously  or  subsequently  received,  with 
the  exception  of  orders  placed  pursuant 
to  NPA  (iirectives. 

(b)  A  steel  controlled  materials  pro¬ 
ducer  shall  divert  material  in  process  to 
fill  orders  bearing  a  program  identifica¬ 
tion  listed  in  Schedule  I  of  this  direction, 
calling  for  delivery  of  steel  controlled 
material  (other  than  castings)  on  or 
before  September  15,  1952,  whenever  it 
is  possible  to  do  so  without  interrupting 
his  operations  in  a  way  which  would 
cause  a  substantial  loss  of  total  produc¬ 
tion  or  a  substantial  delay  in  operations. 

SEC.  3.  Relationship  of  inventory  to 
special  preference  status.  Any  person 
who  is  authorized  to  use  a  program  iden¬ 
tification  listed  in  Schedule  I  of  this  di¬ 
rection  may  place  an  authorized  con¬ 
trolled  material  order  bearing  such  an 
identification  with  a  steel  controlled  ma¬ 
terials  producer,  calling  for  delivery  of 
an  item  of  steel  controlled  material 
(other  than  castings)  on  or  before  Sep¬ 
tember  15,  1952,  only  if  on  the  date  of 
placement  of  such  order,  his  inventory 
of  that  item  of  controlled  material  (as 
defined  in  CMP  Regulation  No.  2 )  is  not 
In  excess  of  the  quantity  of  such  item 
necessary  to  meet  his  deliveries,  supply 
his  services,  or  perform  his  operations, 
on  the  basis  of  his  currently  scheduled 
method  and  rate  of  operation  during  the 
succeeding  45  calendar  day  period. 

Sec.  4.  Limitation  on  placement  of 
orders.  No  person  who  is  authorized  to 
use  a  program  identification  listed  in 
Schedule  I  of  this  direction  shall  place 
an  authorized  controlled  material  order 
for  steel  controlled  material  unless  the 
amount  ordered  is  within  the  related  al¬ 
lotment  received  by  him,  after  deducting 
all  allotments  made  by  him  and  all  or¬ 
ders  for  steel  controlled  material  placed 
by  him  pursuant  to  the  same  allotment: 
Provided,  however.  That  he  may  in  addi¬ 
tion  place  authorized  controlled  material 


orders  for  steel  controlled  material 
(other  than  castings),  in  a  quantity 
equal  to  the  quantity  of  orders  previous¬ 
ly  placed  by  him  pursuant  to  the  same 
allotment  with  steel  controlled  materials 
producers  whose  operations  have  been 
interrupted  by  the  current  work  stop¬ 
page. 

Sec.  5.  Applicability  of  other  regula¬ 
tions  and  orders.  The  provisions  of  CMP 
Regulation  No.  1,  NPA  Order  M-1,  in¬ 
cluding  the  directions  and  amendments 
thereto,  and  of  any  other  NPA  regula¬ 
tion  and  order  heretofore  issued  are 
superseded  to  the  extent  to  w’hich  they 
are  inconsistent  W'ith  the  provisions  of 
this  direction,  but  in  all  other  respects 
the  provisions  of  such  regulations  and 
orders  shall  remain  in  full  force  and 
effect. 

This  direction  shall  take  effect  June  6, 
1952. 

National  Production 
Authority, 

By  John  B.  Olverson, 

Recording  Secretary. 

Schedule  I  or  Direction  13  to  CMP 
Regulation  No.  1 

Program  identifications 

A-1  Aircraft.  Department  of  Defense. 

A-2  Guided  missiles.  Department  of  Defense. 
A-3  Ships,  Department  of  Defense. 

A-4  Tank-automotive,  Department  of  De¬ 
fense. 

A-5  Weapons,  Department  of  Defense. 

A-6  Ammunition,  Department  of  Defense. 
A-7  Electronic  and  communications  equip¬ 
ment,  Department  of  Defense. 

C-3  MRO,  Department  of  Defense. 

E-1  Construction,  Atomic  Energy  Commis¬ 
sion. 

E-2  Operations  (Including  MRO),  Atomic 
Energy  Commission. 

E-3  Privately-owned  facilities.  Atomic  En¬ 
ergy  Commission. 

Z-2  Metalworking  machinery  and  equip¬ 
ment,  National  Production  Authority. 

[F.  R.  Doc.  52-6414;  Filed,  June  6.  1952; 
5:55  p.  m.| 


TITLE  49— TRANSPORTATION 

Chapter  I — Interstate  Commerce 
Commission 

Suixhapter  B — Carriers  by  Motor  Vehicle 

Part  165a — Certificates  and  Permits 

interpretative  rules  relating  to  motor- 
carrier  operations  INV'OLVING  traver¬ 
sal  states;  effective  date 

The  above  entitled  matter  coming  on 
for  further  consideration,  and  good  cause 
appearing  therefor: 

It  is  ordered.  That  the  effective  date  of 
the  order  entered  herein  April  14,  1952 
(17  F.  R.  S558),  be.  and  it  is  hereby,  fur¬ 
ther  postponed  to  July  1.  1952. 

(49  Stat.  546,  as  amended;  49  U.  S.  C.  304) 

Dated  at  Wa.shington,  D.  C.,  this  5lh 
day  of  June  A.  D.  1952. 

By  the  Commission. 

ISE.ALl  W.  P.  Bartel, 

Secretary. 

(F.  R.  Doc.  52-6360;  Filed.  June  9,  1952; 
8:56  a.  m.) 
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RULES  AND  REGULATIONS 


(Ex  Parte  No.  MC-391 
Part  167 — Brokers  or  Property 

PRACTICES  OF  PROPERTY  BROKERS 

In  the  matter  of  postponement  of  ef¬ 
fective  date  of  the  order  of  December 
27.  1951,  as  subsequently  modified. 

Upon  further  consideration  of  the  rec¬ 
ord  in  the  above-entitled  proceeding; 
and  ^ood  cause  appearing  therefor: 

It  is  ordered.  That  the  effective  date 
of  the  order  of  December  27, 1951,  in  this 


proceeding,  as  subsequently  modified,  be 
and  it  is  hereby,  further  postponed  from 
June  4.  1952,  to  June  30,  1952. 

(49  Stat.  546,  as  amended;  49  U.  6.  C.  804) 

Dated  at  Washington,  D.  C.,  this  2d 
day  of  June  A.  D.  1952. 

By  the  Commission. 

IsealI  W.  P.  Bartel. 

Secretary. 

[F.  R.  Doc.  62-6361,  Filed.  June  9.  1952; 
8:56  a.  m.] 


T7MDENATUS£0  KTHTL  ALCOHOL 

Sec. 

199.35  General. 

199.36  Application  and  entry. 

199.37  Transportation  bonds. 

199.38  Gauging  of  alcohol. 

199.39  Approval  of  application  and  Is' 

Buance  of  permit. 

199.40  Export  stamps. 

199.41  Marking  and  stamping  containers. 

199.42  Release  of  alcohol. 

199.43  Delivery  to  zone. 

199.44  Disposition  of  forms. 

190.45  Deposit  in  foreign-trade  zone. 

199.46  Loss  of  alcohol  in  transit. 

199.47  Notice  to  exporter. 

199.48  Filing  of  claims. 

199.49  Action  by  district  supervisor. 

199.50  Action  by  Commissioner. 

199.51  Release  of  detained  alcohol. 


PROPOSED  RULE  MAKING 


SPECIALLY  DENATiniED  ALCOHOL 


DEPARTMENT  OF  THE  TREASURY 

Bureau  of  Internal  Revenue 
[26  CFR  Part  1991 

Removals  of  Alcoholic  Liquors,  To¬ 
bacco  Products  and  Other  Articles  of 
Domestic  Manufacture  to  Foreign- 
Trade  Zones 

NOTICE  or  PROPOSED  RULE-MAKING 

A  notice  is  hereby  given,  pursuant  to 
the  Administrative  Procedure  Act,  ap¬ 
proved  June  11,  1946,  that  the  regula¬ 
tions  set  forth  in  tentative  form  below 
are  proposed  to  be  prescribed  by  the 
Commissioner  of  Internal  Revenue. 
Prior  to  tlie  final  adoption  of  such  regu¬ 
lations,  consideration  will  be  given  to  any 
data,  views  or  arguments  pertaining 
thereto  which  are  submitted  in  writing, 
in  duplicate,  to  the  Commissioner  of  In¬ 
ternal  Revenue,  Washington  25,  D.  C., 
within  the  period  of  thirty  days  from  the 
date  of  this  notice  in  the  Federal 
Register.  The  proposed  regulations  are 
to  be  issued  under  the  authority  of  sec¬ 
tion  3  of  the  Act  of  June  18,  1934  (48 
Stat.  998;  19  U.  S.  C.  81c),  as  amended 
by  the  Act  of  June  17,  1950  (Public  Law 
566,  81st  Congress),  and  section  3176  of 
the  Internal  Revenue  Code  (53  Stat.  375; 
26  U.  S.  C.  3176).  Other  statutory  pro¬ 
visions  interpreted  or  applied  are  cited 
to  the  text  in  parentheses. 

T7ie.se  regulations  are  confined  to  the 
removal  for  transportation  to  and  de¬ 
posit  in  a  foreign-trade  zone  of  alcoholic 
liquors  and  other  articles  of  domestic 
manufacture  which  are  subject  to  the 
Jurisdiction  of  the  Bureau  of  Internal 
Revenue.  Private  interests  concerned 
with  the  establi.shment  and  maintenance 
of  foreign-trade  zones  and  the  adminis¬ 
tration  and  supervision  exercised  by  Cus¬ 
toms  officials  over  merchandise  deposited 
and  stored  in  foreign-trade  zones  should 
also  acquaint  themselves  with  the  regu¬ 
lations  of  the  Foreign-Trade  Zones 
Board  (15  CFR  Part  400)  and  the  notice 
of  proposed  rule-making  of  the  Bureau 
of  Customs  (19  CFR  Parts  19,  30;  16  F.  R. 
10699). 

I  seal!  John  B.  Dunlap, 

Commissioner  of  Internal  Revenue. 

1.  Public  Law  566, 81st  Congress  which 
amended  section  3  of  the  Act  of  June  18, 
1934  (48  Stat.  998;  19  U.  S.  C.  81c),  re¬ 
lating  to  foreign-trade  zones,  provides 


that  articles  which  have  been  taken  into 
a  foreign-trade  zone  from  customs  (do¬ 
mestic)  territory  for  the  sole  purpose  of 
exportation,  destruction  (except  de¬ 
struction  of  distilled  spirits,  wines,  and 
fermented  malt  liquors) ,  or  storage  shall 
be  considered  to  be  exported  for  the  pur¬ 
pose  of  (a)  the  draw-back,  warehousing 
and  bonding,  or  any  other  provisions  of 
the  Tariff  Act  of  1930,  as  amended,  and 
the  regulations  thereunder;  and  (b)  the 
statutes  and  bonds  exacted  for  the  pay¬ 
ment  of  draw-back,  refund,  or  exemp¬ 
tion  from  liability  for  internal  revenue 
taxes  and  for  the  purposes  of  the  in¬ 
ternal  revenue  laws  generally  and  the 
regulations  thereunder. 

2.  Pursuant  to  the  foregoing  provi¬ 
sions  of  law.  the  following  regulations 
are  hereby  prescribed: 

Part  199 — Removals  of  Alcoholic  Liq¬ 
uors,  Tobacco  Products  and  Other 
Articles  of  Domestic  Manufacture  to 
Foreign-Trade  Zones 


199.52  General. 

199.53  Application  and  entry. 

199.54  Consent  of  surety. 

199.55  Approval  of  application  and  is¬ 

suance  of  permit. 

199.56  Marking  of  containers. 

199.57  Shipment  from  a  denaturing  plant. 

199.58  Shipment  from  a  bonded  dealer's 

premises. 

199.59  Delivery  to  zone. 

199.60  Disposition  of  forms. 

199.61  Deposit  in  foreign-trade  zone. 

199.62  Loss  of  specially  denatured  alcohol 

in  transit. 

SPECIALLY  DENATTRBB  RUM 

199.63  *  General. 

199.64  Application  and  entry. 

199.65  Consent  of  surety. 

199.66  Approval  of  application  and  issu¬ 

ance  of  permit. 

199.67  Marking  of  containers. 

ICQ. 68  Release  of  specially  denatured  rum. 

199.69  Delivery  to  zone. 

199.70  Disposition  of  forms. 

199.71  Deposit  in  foreign-trade  zone. 

199.72  Loss  of  specially  denatured  rum  in 

transit. 


SUBPART  A — Scope  op  Regulations  Scbpaht  D — Withdrawal  of  Distilled  Spirits 


66C. 

FOR  Deposit  in  and  Subsequent  Exporta-  I 

199.1 

Removal  of  alcoholic  liquors  and 

■noN  From  a  Foreign-Trade  Zone  I 

other  articles  to  foreign-trade 

199.100 

General. 

zones. 

199  101 

Application  and  entry. 

199.2 

Export  status. 

199.102 

Transportation  bonds. 

SUBPAHT  B - DEFINITICNS 

199.103 

Tank  cars  of  distilled  spirits  of  not 
less  than  180  degrees  proof. 

1995 

Meaning  of  terms. 

199.104 

Distiller's  original  packages  and 

199.6 

Alcohol. 

packages  filled  from  distiller's 

199.7 

Articles. 

original  packages. 

199.8 

Collector  of  Customs. 

199.105 

Wooden  packages  containing  metal¬ 

199.9 

Collector  of  Internal  Revenue. 

lic  cans. 

199.10 

Commissioner. 

199.106 

Bottled  spirits. 

199.11 

Distilled  spirits  or  spirits. 

199.107 

Approval  of  application  and  issu¬ 

199.12 

District  supervisor  or  supiervlsor. 

ance  of  permit. 

199.13 

Fermented  liquor  or  beer. 

199  108 

Export  stamps. 

199.14 

Foreign-trade  zone  or  zone. 

199.109 

Marking  and  stamping  containers. 

199.15 

Gallon. 

199.110 

Release  of  spirits. 

199.16 

Including. 

199.111 

Delivery  to  zone. 

199.17 

Inclusive  language. 

199.112 

Disposition  of  forms. 

199.18 

I.  R.  C. 

199.113 

Deposit  in  foreign-trade  zone. 

199.19 

Liquor 

LOSSES  OF  DISTILLED  SPIRITS  IN  TRANSIT  1 

199.20 

Person,  proprietor,  or  warehouse¬ 

199.114 

Taxable  losses. 

199.21 

man. 

199.115 

Insurance  coverage. 

Proof. 

199  116 

Notice  to  exporter. 

199.22 

Proof  gallon. 

199.117 

Filing  of  claims. 

199.23 

Regulations. 

199.118 

Action  by  district  supervisor. 

199.24 

Specially  denatured  alcohol. 

199.119 

Action  by  Commissioner. 

199.25 

Specially  denatured  rum. 

199.120 

Release  of  detained  spirits. 

199.26 

U.  S.  C. 

Subpart 

E — Withdrawal  or  Wines  for  De- 

199.27 

Wine. 

POSIT  IN  AND  Subsequent  Exportation  From  ■ 

199.28 

Zone  Operator. 

A  Foreign-Trade  Zone  I 

Subpast 

C — Withdrawal  of  Alcohol.  Spe- 

199.150 

General.  1 

CIALLT  DLNATUEED  AlCOHOL  AND  SPECIALLY 

1.99.151 

Application  and  entry.  1 

Denatured  Rum  for  Deposit  in  and  Sub¬ 

199.152 

Transportation  bonds.  1 

sequent  Exporatation  From  a  Foreign- 

199.153 

Approval  of  application  and.  issu-  ■ 

Trade  Zone 

ance  of  permit.  1 

Tuesday^  June  10,  1952 
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Sec. 

199.154  Marking  containers. 

199.155  Delivery  to  zone. 

199.156  Deposit  In  foreign-trade  zone. 

199.157  Action  by  district  supervisor. 

199.158  Release  of  detained  wines. 

SUBPART  P — removal  of  FERMENTED  LlQUOB 
FOR  Deposit  in  and  Subsequent  Exporta¬ 
tion  FROM  A  Foreign-Trade  Zone 

199.175  General. 

199.176  Application  and  entry. 

199.177  Transportation  bonds. 

199.178  Approval  of  application  and  Issu¬ 

ance  of  permit. 

199.179  Marking  containers. 

193.180  D3llvery  to  zone. 

199.181  Deposit  in  foreign-trade  zone. 

199.182  Losses  In  transit. 

199.183  Release  of  detained  fermented 

liquor. 

Suppart  G — Withdrawal  or  Liquors  and 
^pticles  with  Benefit  of  Drawback  for 
deposit  in  and  Subsequent  Exportation 
FROM  A  Foreign-Trade  Zone 

ARTICLES  MANUFACTURED  IN  PART  FROM  TAX- 
PAID  DOMESTIC  ALCOHOL 

199.200  General. 

199.201  Regulations  made  applicable. 

BOTTLED  OR  PACKAGED  DISTILLED  SPIRITS  AND 
WINES 

199.292  General. 

199.203  Claim  and  entry. 

199.204  Marking  of  containers. 

199.205  Approval  of  application  and  release 

of  liquors. 

199.206  Deposit  in  zone. 

199.207  Action  on  claim. 

DISTILLERS'  ORIGINAL  PACKAGES 

199.208  General. 

199.209  Application  and  entry. 

199.210  Deposit  In  zone. 

199.211  Action  on  claim. 

Suepart  H — Voluntary  Destruction  of  Dis¬ 
tilled  Spirits,  Wines  or  Fermented  Malt 
Liquors  after  Receipt  in  a  Foreign-Trade 
Zone 

199.225  General. 

199.226  Application. 

199.227  Procurement  of  samples. 

199.228  Analysis  of  samples. 

199.229  Action  by  district  supervisor. 

199.230  Action  by  Commissioner. 

199.231  Action  by  collector  of  customs. 

SCBPART  I — removal  OF  STILLS  OB  DISTILUNO 
Apparatus  for  Deposit  in  a  Foreign-Trade 
Zone  for  Exportation,  Destruction,  or 
Storage  Pending  Exportation 

REMOVALS  FREE  OF  TAX 

199.250  General. 

199.251  “Distilling*’  defined. 

199.252  Application  and  entry. 

199.253  Marking  of  stills,  worms  or  condens¬ 

ers. 

199.254  Delivery  to  and  deposit  In  zone. 
199.235  Disposition  of  Form  1690. 

REMOVALS  WITH  BENEFIT  OF  DRAWBACK 

199.256  General. 

199.257  Regulations  made  applicable. 

Subpart  J — Bonds  and  Consents  of  Surety 

199.300  General. 

199.301  Corporate  surety. 

199.302  Powers  of  attorney. 

199.303  Individual  sureties. 

199.304  Ownership  of  real  property. 

199.305  Execution  of  Form  33. 

199.306  Certificate  of  title. 

199.307  Appraisal. 

199.308  Investigation. 

199.309  Requallflcatlon. 

199.310  Deposit  of  collateral. 

199.311  Consents  of  surety. 

199.312  Approval  required. 


Sec. 

199.313  Additional  or  strengthening  bonds. 

199.314  New  or  superseding  bonds. 

DISTRICT  SUPERVISOR’S  ACCOUNTS  WITH  BONDS 

199.316  Alcohol  and  specially  denatured 
rum. 

199.316  Specially  denatured  alcohol. 

199.317  Distilled  spirits. 

199.318  Wines. 

199.319  Fermented  liquors. 

TERMINATION  OF  TRANSPORTATION  BONDS 

199.320  General. 

199.321  Application  of  surety  for  release 

from  bond. 

199.322  Extent  of  release  of  surety  from  lia¬ 

bility  under  bond. 

199.323  Action  by  district  supervisor. 

199.324  Notice  of  termination. 

199.325  Release  of  collateral. 

Subpart  K — Instruments  and  Papers 
199.350  Part  of  regulations. 

Subpart  L — Tobacco  Products 

199.375  General. 

199.376  Withdrawals  of  tobacco  products  to 

be  covered  by  bond. 

199.377  Requirements  as  to  packing,  mark¬ 

ing  or  branding. 

199.378  Shipping  containers. 

199.379  Application  for  withdrawal. 

199.380  Disposition  of  copies  of  Form  550-P. 

199.381  Receipt  of  shipment  Into  foreign- 

trade  zone. 

199.382  Delay  In  removal;  cancellation  of 

shipment. 

199.383  Return  of  shipment  to  factory  or 

warehouse. 

199.384  Tax  liability. 

199.385  Credit  for  shipment. 

199.386  Penalties. 

Subpart  M — Playing  Cards 

199.425  General. 

199.426  Bond  for  withdrawals  of  playing 

cards. 

199.427  Requirements  as  to  packing,  mark¬ 

ing  or  branding. 

199.428  Shipping  containers. 

199.429  Application  for  withdrawal. 

199.430  Disposition  of  copies  of  Form  550-P. 

199.431  Receipt  of  shipment  into  foreign* 

trade  zone. 

199.432  Delay  in  removal;  cancellation  of 

shipment. 

199.433  Return  of  shipment  to  factory. 

199.434  Tax  liability. 

199.435  Credit  for  shipment. 

199.436  Penalties. 

Authority:  §5  199.1  to  199.436  issued 
under  sec.  3,  48  Stat.  998,  as  amended,  53 
Stat.  375;  19  U.  S.  C.  81c.  26  U,  S.  C.  3176. 
Statutory  provisions  Interpreted  or  applied 
are  cited  to  the  text  in  parentheses. 

Subpart  A — Scope  or  Regulations 

8  199.1  Removal  of  alcoholic  liquors 
and  other  articles  to  foreign-trade  zones. 
Pursuant  to  the  provisions  of  an  act  to 
amend  section  3  of  the  Act  of  June  18, 
1934.  relating  to  the  establishment  of 
foreign-trade  zones  (Public  Law  566 — 
81st  Congress) ,  liquors  and  other  articles 
of  domestic  manufacture  may  be  re¬ 
moved  to  foreign-trade  zones  for  expor¬ 
tation  or  storage  pending  exportation  as 
provided  in  this  part.  In  addition  to  the 
permit  required  by  this  part  for  the 
transportation  of  an  article  to  a  zone. 
Customs  Regulations  (19  CFR  Part  30) 
requires  the  exporter  to  obtain  from  the 
proper  collector  of  customs  authorization 
on  Zone  Form  D  for  the  entry  of  arti¬ 
cles  so  transferred  into  a  zone. 

§  199.2  Export  status.  Liquors  and 
other  articles  of  domestic  manufacture 


deposited  in  a  foreign-trade  zone  under 
this  part  shall  be  considered  to  be  ex¬ 
ported  for  the  purpose  of  the  statutes 
and  bonds  exacted  for  the  payment  of 
drawback,  refund,  or  exemption  from 
liability  for  internal  revenue  taxes  and 
for  the  purposes  of  the  internal  revenue 
laws  generally  and  the  regulations  there¬ 
under.  Export  status  is  not  acquired  un¬ 
til  application  on  Zone  Form  D  and  ad¬ 
mission  of  the  liquors  or  other  articles 
into  the  zone  has  been  approved  by  the 
collector  of  customs  and  he  has  certified 
on  Form  550-F,  1582,  1582-A,  1610,  1629, 
1690  or  1701,  as  the  case  may  be.  to  the 
deposit  of  the  articles  in  the  zone. 

# 

Subpart  B — Definitions 

§  199.5  Meaning  of  terms.  As  used  in 
this  part,  unless  the  context  otherwise 
requires,  terms  shall  have  the  meanings 
ascribed  in  this  subpart. 

§  199.6  Alcohol.  “Alcohol”  shall  mean 
spirits  produced  at  industrial  alcohol 
plants  established  and  operated  under 
sections  3100  to  3124  of  the  Internal  Rev¬ 
enue  Code  (26  U.  S.  C.). 

§  199.7  Articles.  “Articles”  shall  in¬ 
clude  liquors  as  defined  in  this  subpart, 
flavoring  extracts,  medicinal  or  toilet 
preparations,  made  with  alcohol,  and 
stills,  worms  and  condensers. 

§  199.8  Collector  of  Customs.  “Col¬ 
lector  of  Customs”  shall  mean  the  (Col¬ 
lector  of  Customs  of  the  district  in  which 
the  foreign-trade  zone  is  located. 

S  199.9  Collector  of  Internal  Revenue. 
“Collector  of  Internal  Revenue”  shall 
mean  the  collector  of  internal  revenue  of 
the  collection  district  from  which  articles 
are  shipped  to  a  zone. 

§  199.10  Commissioner.  “Commis¬ 
sioner”  shall  mean  the  Commissioner  of 
Internal  Revenue. 

§  199.11  Distilled  spirits  or  spirits. 
“Distilled  spirits”  or  “spirits”  shall  mean 
that  substance  produced  by  the  distilla¬ 
tion  of  fermented  grain,  molasses,  fruit, 
or  other  materials,  commonly  known  as 
spirits,  whisky,  brandy,  rum,  gin,  etc,, 
but  shall  not  include  alcohol. 

§  199.12  District  supervisor  or  super¬ 
visor.  “District  supervisor”  or  “super¬ 
visor”  shall  mean  the  person  having 
charge  of  a  supervisory  district  of  the 
Alcohol  and  Tobacco  Tax  Division  of  the 
Bureau  of  Internal  Revenue. 

§  199.13  Fermented  liquor  or  beer. 
“Fermented  liquor”  or  “beer”  shall  mean 
all  kinds  and  types  of  liquors  produced 
by  the  fermentation  of  malt,  wholly  or 
in  part,  or  from  any  substitute  therefor. 

§  199.14  Foreign-trade  zone  or  zone. 
“Foreign-trade  zone”  or  “zone”  shall 
mean  a  foreign-trade  zone  established 
and  operated  pursuant  to  the  Act  of  June 
18.  1934,  as  amended  by  Public  Law  566, 
81st  Congress. 

(48  stat.  998-1003,  as  amended;  19  U.  S.  C. 
81a-Blu) 

§  199.15  Gallon.  “Gallon”  or  “wine 
gallon”  shall  mean  a  United  States  gallon 
of  liquid  measure  equivalent  to  the  vol¬ 
ume  of  231  cubic  inches. 

§  199.16  Including.  The  word  “in¬ 
cluding”  shall  not  be  deemed  to  exclude 
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things  other  than  those  enumerated 
which  are  in  the  same  general  class. 

S  199.17  Inclusive  language.  Words 
in  the  plural  shall  include  the  singular, 
and  vice  versa,  and  words  in  the  mascu¬ 
line  gender  shall  include  females,  asso¬ 
ciations,  copartnerships  and  corpora¬ 
tions. 

§  199.18  7.  R.  C.  “I.  R.  C.”  shall  mean 
the  Internal  Revenue  Code. 

§  199. 19  Liquor.  "Liquor”  shall 
mean  alcohol,  specially  denatured  alco¬ 
hol  or  specially  denatured  rum,  dis¬ 
tilled  spirits,  fermented  liquor,  and  wine : 
Provided,  That  for  the  purposes  of  bonds. 
Forms  1702  and  1703,  “Liquor”  shall 
mean  alcohol,  distilled  spirits,  fermented 
liquors  and  wines. 

§  199.20  Persons,  proprietor,  or  ware¬ 
houseman.  "Person,  "proprietor,”  or 
"warehouseman”  shall  include  natural 
persons,  associations,  copartnerships, 
and  corporations. 

§  199.21  Proof.  "Proof”  shall  mean 
the  ethyl  alcohol  content  of  a  liquid  at 
60*  Fahrenheit,  stated  as  twice  the 
percent  of  ethyl  alcohol  by  volume. 

§  199.22  Proof  gallon.  "Proof  gallon” 
shall  mean  the  alcoholic  equivalent  of  a 
United  States  gallon  at  60*  Fahrenheit, 
containing  50  percent  of  ethyl  alcohol  by 
volume. 

§  199.23  Regulations.  "Regulations” 
shall  mean  the  regulations  issued  by  U.  S. 
Treasury  Department,  Bureau  of  Inter¬ 
nal  Revenue,  except  as  otherwise  speci¬ 
fied  in  this  part. 

§  199.24  Specially  denatured  alco¬ 
hol.  "Specially  denatured  alcohol”  is 
alcohol  denatured  in  accordance  with 
the  formulas  prescribed  in  the  Appendix 
to  Regulations  3  (26  CFR  Part  182) , 

S  199.25  Specially  denatured  rum. 
"Specially  denatured  rum”  is  rum  de¬ 
natured  in  accordance  with  the  provi¬ 
sions  of  Regulations  16  (26  CTR  Part 
187>. 

5  199.28  U.  S.  C.  "U.  S.  C."  shall 
mean  the  United  States  Code. 

5  199.27  Wine.  "Wine”  when  used 
without  qualification.  Includes  all  still 
w’ines,  champagne  and  other  sparkling 
wines,  artifically  carbonated  wine,  ret- 
sina  wine,  and  vermouth  or  other  aperi¬ 
tif  wines  produced  on  bonded  w’inery 
premises. 

§  199.28  Zone  Operator.  "Zone  Op¬ 
erator”  shall  mean  the  person  to  which 
the  privilege  of  establishing,  operating 
and  maintaining  a  foreign-trade  zone 
has  been  granted  by  the  Foreign-Trade 
Zones  Board  created  by  the  Act  df  June 
18,  1934,  as  amended  by  Public  Law  566, 
81st  Congress. 

(48  Stat.  990-1003.  as  amended;  19  U.  S.  C. 
81a-81u) 

Subpart  C — Withdrawal  of  Alcohol, 

Specially  Denatured  Alcohol  and 

Specially  Denatured  Rum  for  Deposit 

IN  and  Subsequent  Exportation  From 

A  Foreign-Trade  Zone 

UNDENATURED  ETHYL  ALCOHOL 

Note:  Sections  199.35  to  199.51  Interpret 
or  apply  53  Stat,  358;  26  U.  S.  C.  3105.  Other 


statutory  provisions  Interpreted  or  applied 
are  cited  to  texti  in  parentheses. 

S  199.35  General. — Alcohol  may  be 
withdrawn,  without  payment  of  tax, 
from  an  Industrial  alcohol  plant  or 
bonded  warehouse  established  and  oper¬ 
ated  under  the  provisions  of  Regulations 
3  (26  CFR  Part  182),  for  transportation 
to  and  deposit  in  a  foreign-trade  zone 
for  exportation  or  for  storage  therein 
pending  exportation,  in  accordance  with 
the  fourth  proviso  to  section  3  of  the  Act 
of  June  18,  1934,  as  amended,*  Such 
withdrawals  may  be  made  from  indus¬ 
trial  alcohol  plants  or  bonded  w'are- 
houses  in  drums  or  barrels  of  any  desired 
capacity;  in  tin.  glass,  or  similar  con¬ 
tainers,  completely  encased  in  wood, 
fiber  board,  or  other  approved  material; 
In  metal  containers  of  not  less  than  24 
gauge,  or  of  similar  strength,  having  a 
capacity  of  not  more  than  10  gallons;  in 
railroad  tank  cars;  and  In  tank  trucks. 
Alcohol  may  also  be  withdrawn  from 
bonded  warehouses  in  bottles  or  cases 
of  any  desired  size.  The  withdrawal, 
transportation  to  and  deposit  in  the 
foreign-trade  zone  and  the  accounting 
for  any  losses  in  transit  shall  be  in  ac¬ 
cordance  with  this  subpart  and  Subpart 
J.  Except  as  otherwise  provided  in  this 
subpart,  the  packaging,  bottling,  casing, 
marking,  stamping,  and  reporting  of  al¬ 
cohol  prior  to  withdrawal  shall  be  in 
accordance  with  the  applicable  provi¬ 
sions  of  Regulations  3,  governing  the 
exportation  of  alcohol. 

(53  stat.  336;  26  U.  S.  C.  2885) 

§  199.36  Application  and  entry. 
Whenever  an  exporter  desires  to  remove 
alcohol  from  an  industrial  alcohol  plant 
or  bonded  warehouse  for  transportation 
to  and  deposit  in  a  foreign-trade  zone 
for  exportation,  he  shall  make  applica¬ 
tion  on  Form  1701,  in  quintuplicate. 
Where  the  exporter  is  a  person  other 
than  the  proprietor  of  the  premises 
from  which  the  withdrawal  is  to  be 
made.  Form  1701  shall  be  delivered  to 
such  proprietor.  Each  application  on 
Form  1701  will  be  given  a  serial  number 


>  •  •  •  Provided  further.  That  under 

the  rules  and  regulations  of  the  controlling 
Federal  agencies,  articles  which  have  been 
taken  Into  a  zone  from  customs  territory  for 
the  sole  purjjose  of  exportation,  destruction 
(except  destruction  of  distilled  spirits,  wines, 
and  fermented  malt  liquors),  or  storage  shall 
be  considered  to  be  exported  for  the  purpose 
of— 

(a)  The  draw-back,  warehousing,  and 
bonding,  or  any  other  provisions  of  the  Tariflf 
Act  of  1930,  as  amended,  and  the  regulations 
thereunder;  and 

(b)  The  statutes  and  bonds  exacted  for  the 
payment  of  draw-back,  refund,  or  exemption 
from  liability  for  Internal-revenua  taxes  and 
for  the  purposes  of  the  Internal -revenue  laws 
generally  and  the  regulations  thereunder. 

8uch  a  transfer  may  also  be  considered  an 
exportation  for  the  purposes  of  other  Fed¬ 
eral  laws  Insofar  as  Federal  agencies  charged 
with  the  enforcement  of  those  laws  deem  It 
advisable.  Such  articles  may  not  be  returned 
to  customs  territory  for  domestic  consump¬ 
tion  except  where  the  Foreign-Trade  Zones 
Board  deems  such  return  to  be  in  the  public 
Interest,  In  which  event  the  articles  shall 
be  subject  to  the  provisions  of  paragraph 
1615  (f)  of  the  Tariff  Act  of  1930.  as 
amended:  •  •  •.  (Sec.  1,  Pub.  Law  No. 
566,  81st  Cong.) 


by  the  applicant,  beginning  with  "1”  for 
for  the  first  day  of  January  of  each  year 
and  running  consecutively  thereafter  to 
December  31,  inclusive.  All  of  the  in¬ 
formation  called  for  by  the  headings  of 
the  various  columns  and  lines  on  the 
form  and  the  instructions  printed 
thereon  or  issued  In  respect  thereto,  and 
as  required  by  this  part,  shall  be  fur¬ 
nished.  The  method  of  conveyance  and 
the  name  of  the  carrier  or  carriers  shall 
be  shown  whenever  possible.  If  the  alco¬ 
hol  is  shipped  on  a  through  bill  of  lading 
and  all  the  carriers  handling  the  alcohol 
w  hile  in  transit  are  not  known,  the  name 
of  the  carrier  to  whom  the  alcohol  is  to 
be  delivered  at  the  shipping  plant  or 
warehouse  must  be  shown.  Where  Form 

1701  is  signed  by  an  agent,  proper  power 
of  attorney  on  Form  1534,  authorizing 
the  agent  to  execute  the  form  for  the  ex¬ 
porter,  must  be  filed  in  triplicate  with 
the  district  supervisor. 

(53  Stat.  336;  26  U.  S.  C.  2885) 

§  199.37  Transportation  bonds.  The 
exporter  shall  file  a  bond  with  the  dis- 
tiict  supervisor  to  cover  the  transporta¬ 
tion  of  the  alcohol  from  the  industrial 
alcohol  plant  or  bonded  warehouse  to 
the  foreign-trade  zone.  If  a  bond  is 
given  only  for  a  specific  lot  of  alcohol  to 
be  withdrawn,  the  bond  shall  be  executed 
on  Form  1702,  In  triplicate.  The  penal 
sum  of  such  bond  shall  be  not  less  than 
the  tax  at  the  distilled  spirits  rate  on 
the  quantity  of  alcohol  to  be  withdrawn: 
Provided,  That  the  maximum  penal  sum 
of  such  bond  shall  not  exceed  $200,000. 
If  alcohol  is  to  be  withdrawn  from  time 
to  time  for  transfer  to  a  foreign-trade 
zone,  a  continuing  bond  on  Form  1703 
may  be  executed,  in  triplicate:  Provided, 
That  if  the  exporter  has  on  file  a  bond  on 
Form  1495  or  Form  1496,  as  the  case 
may  be,  he  may  file  a  consent  of  surety 
on  Form  1533  extending  the  terms  of 
such  bond  to  cover  the  tax  on  all  alcohol 
withdrawn  for  transportation  to  and  de¬ 
posit  in  a  zone.  The  penal  sum  of  the 
bond  on  Form  1703  or  on  the  bond  Form 
1495  or  1496,  as  the  case  may  be.  on 
which  the  consent  has  been  filed,  shall 
be  sufiBclent  to  cover  the  tax  at  the  dis¬ 
tilled  spirits  rate  on  the  maximum  quan¬ 
tity  of  alcohol  to  be  withdrawn  and  that 
may  remain  unaccounted  for  at  any 
time:  Provided,  That  the  penal  sum  of 
such  bonds  shall  not  exceed  $200,000.  but 
In  no  case  shall  be  less  than  $1,000. 
Bonds  and  consents  of  surety  shall  be 
executed  and  approved  in  accordance 
with  Subpart  J  and  the  Instructions 
printed  on  the  form. 

(53  stat.  336,  359;  26  U.  S.  C.  2885,  3108) 

§  199.38  Gauging  of  alcohol.  The 
proprietor,  after  determining  the  exact 
quantity  in  each  container  to  be  trans¬ 
ferred  and  deposited  in  the  foreign-trade 
zone,  shall  prepare  Form  1440,  in  quin¬ 
tuplicate.  One  copy  of  Form  1440  will 
be  attached  to  each  copy  of  Form  1701. 
(53  stat.  307;  26  U.  8.  C.  2808) 

§  199.39  Approval  of  application  and 
issuance  of  permit.  The  proprietor  of 
the  industrial  alcohol  plant  or  bonded 
warehouse  shall  forward  to  the  district 
supervisor  all  copies  of  Form  1701,  with 
Form  1440  attached.  If  the  bond.  Form 

1702  or  Form  1703,  has  been  approved 
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and  is  in  a  sufficient  penal  sum,  or  if  a 
consent  of  surety.  Form  1533,  extending 
the  terms  of  a  bond  in  sufficient  penal 
sum  on  Form  1495  or  Form  1496  has 
been  approved,  and  if  the  exporter  has 
complied  with  the  law  and  the  regula¬ 
tions  in  this  part  in  all  respects,  the 
district  supervisor  w'ill  issue  permit  on 
all  copies  of  Form  1701  for  removal  and 
transportation  of  the  alcohol  to  the  zone 
and  return  Form  1701,  with  Form  1440 
attached,  to  the  proprietor:  Provided, 
That  if  the  exporter  is  not  the  proprie¬ 
tor,  the  district  supervisor  finds  that  he 
is  entitled  to  a  permit  under  section 
3114,  I.  R.  C„  and  the  provisions  of 
Regulations  3  (26  CFR  Part  182). 

(53  Stat.  336,  359,  373,  as  amended;  26 
U.  S.  C.  2385,  3108,  3170) 

§  199.40  Export  stamps.  Every  pack¬ 
age  of  alcohol,  including  tank  cars, 
tank  trucks,  and  cases  of  bottled  alcohol. 
Intended  for  transfer  to  a  foreign-trade 
zone  must  have  an  export  stamp  affixed 
thereto  at  the  time  of  its  removal  from 
the  industrial  alcohol  plant  or  bonded 
warehouse.  Upon  receipt  of  the  district 
supervisor’s  permit  for  removal  and 
transportation  executed  on  Form  1701 
with  attached  Form  1440,  the  proprietor 
will  forward  all  copies  together  with  re¬ 
mittance  for  the  necessary  number  of 
export  stamps  to  the  collector  of  in¬ 
ternal  revenue.  The  collector  will  issue 
the  export  stamps,  enter  the  kind  and 
serial  numbers  of  the  stamps  on  all 
copies  of  Form  1440,  retain  one  copy  of 
each  form  and  return  the  remaining 
four  copies  of  each  form  with  the  export 
stamps  to  the  proprietor.  The  proprie¬ 
tor  will  deliver  the  export  stamps  and 
Forms  1701,  with  the  attached  Forms 
1440,  to  the  storekeeper-gauger,  who  will 
verify  the  data  on  the  stamps  and  affix 
his  signature,  or  facsimile  thereof,  enter 
the  serial  numbers  of  the  stamps  on 
Forms  1701,  and  return  the  stamps  to 
the  proprietor. 

(53  stat.  336;  26  U.  S.  C.  2885) 

§  199.41  Marking  and  stamping  con~ 
tainers.  The  containers  will  be  marked 
and  stamped  in  accordance  with  the  pro¬ 
visions  of  Regulations  3  (26  CFR  Part 
182)  for  containers  of  alcohol  withdrawn 
lor  exportation,  except  that  the  words, 
'For  Export”  will  be  followed  by  ‘‘via 

F.  T.  Z.  No. _ ”,  in  lieu  of  the  names 

of  the  ports  and  the  export  permit  num¬ 
ber. 

(53  stat.  336:  26  U.  S.  C.  2885) 

5  199.42  Release  of  alcohol.  After  the 
containers  have  been  properly  marked 
and  stamped  and,  in  the  case  of  tank  cars 
or  tank  trucks,  sealed  with  Government 
cap  seals,  the  storekeeper-gauger  will, 
after  the  proprietor  has  noted  the  serial 
numbers  of  the  cap  seals,  if  any,  on  Form 
1440,  approve  the  proprietor’s  applica¬ 
tion  on  such-  form  to  withdraw  the  con¬ 
tainers  and  will  release  the  alcohol  for 
shipment  to  the  foreign-trade  zone 
tiamed  in  the  application.  Form  1701, 
^Pon  removal  of  the  alcohol  the  store- 
keeper-gauger  will  execute  the  report  of 
removal  on  Form  1701. 

1  199.43  Delivery  to  zone.  Alcohol 
®ay  be  delivered  directly  to  a  zone  by  the 
exporter  in  vehicles  owned  or  controlled 


by  him.  or  to  a  carrier  holding  permit  un¬ 
der  Regulations  3  (26  Cm  Part  182)  to 
transport  tax-free  alcohol,  for  transpor¬ 
tation  to  a  zone.  Where  delivery  is  made 
to  a  carrier  for  transportation  to  a  zone, 
the  proprietor  shall  procure  a  copy  of 
the  bill  of  lading,  if  any,  covering  such 
transportation  and  deliver  it  to  the  store¬ 
keeper-gauger. 

(53  stat.  336;  360;  26  U.  S.  C.  2885,  3114) 

§199.44  Disposition  of  forms.  When 
the  alcohol  has  been  withdrawn,  the 
storekeeper-gauger  will  forward  immedi¬ 
ately  one  copy  of  the  Form  1701,  with 
Form  1440  attached,  and  a  copy  of  the 
bill  of  lading,  if  any,  to  the  supervisor  of 
the  district  where  the  plant  or  warehouse 
is  located,  two  copies  of  the  forms  to  the 
collector  of  customs  of  the  district  in 
which  the  foreign-trade  zone  is  located, 
and  deliver  the  remaining  copies  of  the 
forms  to  the  proprietor  for  filing. 

(53  stat.  336;  26  U.  S.  C.  2885) 

§  199.45  Deposit  in  foreign-trade 
zone.  Upon  receipt  at  the  foreign-trade 
zone,  the  containers  of  alcohol  shall  be 
inspected  by  a  customs  officer  for  evi¬ 
dence  of  lo.ss  or  tampering.  Packages  of 
alcohol,  including  metal  cans  enclosed  in 
wooden  packages,  must  be  gauged  and  a 
report  of  the  gauge  made  on  Form  696, 
in  duplicate.  If  seals  on  tank  cars  or 
tank  trucks  are  intact  and  bear  the  serial 
numbers  shown  on  Form  1440  to  have 
been  affixed  at  the  time  of  removal,  and 
if  there  is  no  evidence  of  loss  or  tamper¬ 
ing,  no  gauge  of  the  tank  car  or  tank 
truck  need  be  made.  However,  if  the 
seals  are  not  intact  or  if  the  original 
seals  (listed  on  Form  1440)  have  been 
replaced,  the  officer  will  open  the  car  or 
truck,  gauge  the  spirits,  and  make  report 
of  his  gauge  on  Form  696,  in  duplicate. 
Containers  bearing  evidence  of  loss  may 
be  deposited  in  the  zone,  unless  the  cir¬ 
cumstances  indicate  fraud,  as  distin¬ 
guished  from  losses  by  leakage,  minor 
pilferage  or  theft  in  transit,  in  which 
event  the  collector  of  customs  will  detain 
the  alcohol  and  report  the  facts  imme¬ 
diately  to  the  supervisor  of  the  district 
in  which  the  zone  is  located,  who  will 
cause  immediate  investigation  to  be 
made  and  will  take  such  action  as  the 
facts  may  warrant.  Where  alcohol  is 
so  detained,  it  shall  be  deemed  not  to 
have  been  deposited  in  the  zone,  and 
customs  officers  w-ill  hold  in  abeyance 
the  processing  of  Forms  1701  and  Zone 
Form  D  until  the  detained  alcohol  will 
have  been  released  in  accordance  with 
§  199.51.  Where  the  inspection  or  gauge 
discloses  no  loss,  or  where  a  loss  is  dis¬ 
closed  by  such  Inspection  or  gauge  and 
there  is  no  evidence  to  indicate  fraud, 
the  officer  shall  execute  his  certificate 
of  inspection  on  Form  1701,  reporting 
thereon  any  discrepancy  found,  giving 
the  serial  numbers  of  the  packages  or 
cases  or  the  tank  car  or  tank  truck  num¬ 
ber,  as  the  case  may  be,  the  original  con¬ 
tents  in  proof  gallons,  and  the  nature 
and  extent  of  any  losses  or  discrepancies. 
The  officer  shall  cut  out  that  portion  of 
each  of  the  export  stamps  extending 
from  the  top  to  the  bottom  and  embrac¬ 
ing  the  entire  width  between  the  borders 
thereof  and  attach  them,  together  with 
a  copy  of  Form  696,  if  any,  to  one  copy 


of  the  form  1701.  The  collector  of  cus¬ 
toms  will  execute  his  certificate  of  de¬ 
posit  on  Form  1701  and  forward  one  copy 
of  the  form  with  Forms  1440  and  696.  if 
any,  and  the  cut-out  portions  of  the 
stamps  to  the  district  supervisor  who  ap¬ 
proved  the  permit.  The  remaining  copy 
of  the  Form  1701,  with  attachments,  if 
any,  w-ill  be  retained  by  the  collector  of 
customs. 

(53  stat.  336;  26  U.  S.  C.  2885) 

§  199.46  Loss  of  alcohol  in  transit. 
The  tax  on  alcohol  lost  by  leakage, 
casualty,  or  unavoidable  cause  during 
shipment  or  transfer  from  an  industrial 
alcohol  plant  or  bonded  warehouse  to  a 
foreign-trade  zone  may  be  remitted  if 
satisfactory  evidence  establishes  that 
such  alcohol  has  not  been  diverted  to 
any  illegal  use  by  the  exporter  or  carrier 
or  other  person  having  legal  custody  cr 
control  thereof  or  with  connivance,  col¬ 
lusion,  fraud,  or  negligence  on  the  part 
of  the  exporter  or  carrier  or  such  other 
person  or  the  employees  of  any  of  them: 
Provided,  That  such  allowance  shall  not 
be  granted  if  the  person  claiming  same 
Is  indemnified  against  such  loss  by  a  valid 
claim  of  insurance. 

(53  stat.  336,  360;  26  U.  S  C.  2885,  3113) 

§  199.47  Notice  to  exporter.  If,  upon 
examination  of  Form  1701,  and  Form 
696,  if  any.  received  from  the  collector  of 
customs,  the  district  supervisor  is  of  the 
opinion  that  alcohol  reported  lost  had 
been  diverted  to  any  illegal  use,  he  will 
advise  the  exporter  by  letter  <a)  of  the 
identity  of  the  containers;  (b)  of  the 
amount  of  the  loss;  (c)  of  the  circum¬ 
stances  indicating  diversion;  and  (d) 
that  filing  of  proof  of  loss  and  claim  for 
remission  of  tax  is  required. 

(53  stat.  336,  360;  26  U.  S.  C.  2885,  3113) 

‘  §  199.48  Filing  of  claims.  When  the 
exporter  has  received  a  notice  of  loss 
from  the  district  supervisor  and  that 
the  filing  of  a  claim  is  required,  he  shall, 
within  30  days  from  the  date  of  the 
notification,  submit  a  claim  for  remission 
of  the  tax  on  the  alcohol  lost.  Such 
claim  shall  be  made  on  letter-size  paper, 
in  duplicate,  showing  the  name,  address, 
and  capacity  of  the  claimant  and  setting 
forth,  under  oath,  the  following  informa¬ 
tion: 

(a)  The  serial  numbers  of  the  con¬ 
tainers  involved; 

(b)  The  quantity  of  alcohol  lost  from 
each  container  and  the  total  quantity  of 
alcohol  covered  by  the  claim ; 

(c)  The  total  amount  of  tax  for  which 
the  claim  is  filed ; 

(d)  The  date,  penal  sum,  and  form 
number  of  the  bond  under  which  with¬ 
drawal  and  shipment  were  made; 

(e)  The  name,  registry  number  and 
location  of  the  industrial  alcohol  plant 
or  warehouse  from  which  the  alcohol  was 
withdrawn ; 

(f )  The  date  of  the  loss,  if  known,  and 
the  cause  and  nature  thereof,  together 
with  all  of  the  known  facts  related 
thereto ; 

(g)  Whether  the  alleged  loss  occurred 
without  any  fraud  or  negligence  on  the 
part  of  the  exporter,  owner,  carrier,  or 
their  agents  or  employees,  and  whether 
claim  has  been  made  or  is  contemplated 
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against  such  persons  on  account  of  such 
loss;  and 

<h>  Whether  the  alcohol  lost  is 
covered  by  valid  claim  of  insurance  in 
excess  of  the  market  value  thereof,  ex¬ 
clusive  of  the  tax. 

If  the  alcohol  is  insured,  the  statement 
will  show  the  market  value  of  the  al¬ 
cohol  per  proof  gallon,  the  amount  and 
date  of  each  and  every  policy  of  insur¬ 
ance,  the  name  and  location  of  the  com¬ 
pany  by  which  each  and  every  policy  was 
issued,  the  name  and  address  of  the  bona 
fide  owner  of  the  alcohol  and,  to  the  best 
of  the  affiant’s  knowledge,  whether  any 
other  person  or  party  is  indemnified 
against  the  payment  of  the  tax  sought  to 
be  remitted.  The  district  supervisor  or 
the  Commissioner  may  require  such  fur¬ 
ther  evidence  as  is  deemed  necessary. 

(53  Stat.  336.  360;  26  U.  S.  C.  2885,  3113) 

§  199.49  Action  hy  district  supervisor. 
Where  large  losses  in  transit  are  re¬ 
ported,  the  district  supervisor  will  cause 
immediate  investigation  to  be  made. 
When  a  claim  for  remission  of  tax  is 
received,  the  district  supervisor  will  care¬ 
fully  examine  it  to  see  that  the  required 
Information  has  been  furnished  and  will 
cause  such  investigation  to  be  made  or 
require  such  additional  evidence  to  be 
submitted  as  he  may  deem  necessary. 
Upon  completion  of  the  claim  investiga¬ 
tion,  the  district  supervisor  will  forward 
one  copy  of  the  claim  and  related  papers, 
to  the  Commissioner  with  his  recom¬ 
mendation  as  to  the  merits  of  the  claim. 
In  the  event  the  exporter  does  not  file 
proof  of  loss  and  claim  for  remission  of 
tax,  as  provided  in  this  subpart,  the  dis¬ 
trict  supervisor  will  report  the  tax  for 
assessment  in  accordance  with  the  pre¬ 
scribed  procedure.  District  supervisors 
will  keep  an  account  with  each  bond  in 
accordance  with  Subpart  J. 

(53  stat.  336,  360,  360;  26  U.  S.  C.  2885,  3112, 
3113) 

§  199.50  Action  by  Commissioner.  If 
the  Commissioner  finds  that  there  has 
been  a  diversion  of  alcohol  to  any  illegal 
use  by  the  exporter,  the  tax  on  the  alco¬ 
hol  diverted  will  be  assessed,  and  the 
remainder  will  be  subject  to  seizure  and 
forfeiture  under  section  3116,  I.  R.  C. 
If  he  finds  that  there  has  been  a  diversion 
by  the  carrier,  he  shall  instruct  the  dis¬ 
trict  supervisor  to  collect  the  tax  in 
accordance  with  the  terms  and  condi¬ 
tions  of  the  carrier’s  permit  and  bond. 

(53  Stat.  336,  360,  360;  26  U.  S.  C.  2885, 
8112,  3113) 

§  199.51  Release  of  detained  alcohol. 
When  alcohol  has  been  detained  at  a 
foreign-trade  zone  pending  investigation 
and  determination  of  fraud  in  accord¬ 
ance  with  §  199.45,  the  collector  of  cus¬ 
toms  shall  not  release  such  alcohol  for 
deposit  until  he  is  advised  so  to  do  by 
the  district  supervisor. 

(53  Stat.  336;  26  U.  S.  C.  2885) 

SPECIALLY  DENATURED  ALCOHOL 

Note:  Sections  199.52  to  199.62  Interpret  or 
apply  53  Stat.  359;  26  U.  S.  C.  3109.  Other 
statutory  provisions  Interpreted  or  applied 
are  cited  to  text  In  parentheses. 

5  199.52  General.  Specially  dena¬ 
tured  alcohol  may  be  withdrawn,  free 


of  tax.  from  denaturing  plants  and 
premises  of  bonded  dealers  established 
and  operated  under  the  provisions  of 
Regulations  3  (26  CFR  Part  182)  for 
transportation  to  and  deposit  in  a 
foreign-trade  zone  for  exportation  or  for 
storage  therein  pending  exportation,  in 
accordance  with  the  fourth  proviso  to 
section  3  of  the  act  of  June  18,  1934, 
as  amended.*  Such  withdrawals  may  be 
made  in  the  containers  specified  in 
5  199.35.  The  withdrawal,  transporta¬ 
tion  to  and  deposit  in  the  foreign-trade 
zone,  and  the  accounting  for  any  losses, 
shall  be  in  accordance  with  this  subpart 
and  Subpart  J.  Except  as  otherwise 
provided  in  this  subpart,  the  packaging, 
marking  and  reporting  of  specially  de¬ 
natured  alcohol  prior  to  withdrawal, 
shall  be  in  accordance  with  the  applicable 
provisions  of  Regulations  3  governing  the 
exportation  of  specially  denatured 
alcohol. 

§  199.53  Application  and  entry. 
Whenever  a  denaturer  or  bonded  dealer 
desires  to  withdraw  specially  denatured 
alcohol  for  transportation  to  and  deposit 
in  a  foreign-trade  zone  for  exportation, 
application  will  be  filed  on  Form  1701  in 
accordance  with  the  applicable  provi¬ 
sions  of  §  199.36  covering  the  withdrawal 
of  alcohol,  except  that  an  original  and 
three  copies  will  be  prepared  instead  of 
an  original  and  four  copies. 

§  199.54  Consent  of  surety.  The  de¬ 
naturer  or  bonded  dealer  must  file  a  con¬ 
sent  of  surety.  Form  1533,  in  triplicate, 
extending  the  terms  of  his  bond.  Form 
1432-A  or  Form  1475,  as  the  case  may  be, 
which  consent  shall  contain  the  under¬ 
taking  that — 

The  obligors  agree  to  extend  the  terms  of 
said  bond  to  cover  all  liability  that  may  be 
Incurred  by  the  principal  on  all  specially 
denatured  alcohol  withdrawn  by  him  for 
transportation  to  and  deposit  in  a  foreign- 
trade  zone  for  which  satisfactory  evidence  of 
deposit  therein  is  not  submitted  to  the  dis¬ 
trict  supervisor. 

Consents  of  surety  shall  be  executed  and 
approved  in  accordance  w'ith  Subpart  J 
and  the  instructions  printed  on  the  form. 

§  199  55  Approval  of  application  and 
issuance  of  permit.  The  denaturer  or 
bonded  dealer  shall  forward  all  copies  of 
Form  1701  to  the  district  supervisor.  If 
the  consent  of  surety.  Form  1533,  ex¬ 
tending  the  terms  of  the  bond.  Form 
1432-A  or  Form  1473,  has  been  approved 
and  the  bond  is  in  a  sufficient  penal  sum, 
the  district  supervisor  shall  issue  permit 
on  Form  1701  for  removal  and  transpor¬ 
tation  of  the  specially  denatured  alco-. 
hoi  to  the  zone,  and  shall  return  all 
copies  of  Form  1701  to  the  applicant. 

§  199.56  Marking  of  containers.  The 
containers  will  be  marked  in  accordance 
with  the  provisions  of  Regulations  3  (26 
CFR  Part  182)  for  containers  of  spe¬ 
cially  denatured  alcohol  withdrawn  for 
exportation,  except  that  the  words  “For 
Export’’  will  be  followed  by  “via  F.  T.  Z. 

No. _ ’’  in  lieu  of  the  names  of  the 

ports  and  the  export  permit  number. 

(53  stat.  307;  26  U.  S.  C.  2808) 


•  See  footnote  on  p.  5228. 


§  199.57  Shipment  from  a  denaturing 
plant.  After  the  containers  have  been 
properly  marked  and,  in  the  case  of  tank 
cars  or  tank  trucks,  sealed  with  Govern¬ 
ment  cap  seals,  the  storekeeper-gauger 
will,  after  the  proprietor  has  noted  the 
serial  numbers  of  the  cap  seals,  if  any, 
on  Form  1701,  release  the  specially  de¬ 
natured  alcohol  for  shipment  to  the 
foreign-trade  zone  named  in  the  appli¬ 
cation.  Upon  removal  of  the  specially 
denatured  alcohol,  the  storekeeper- 
gauger  will  execute  the  report  of  re¬ 
moval  on  Form  1701. 

(53  stat.  307;  26  U.  S.  C.  2808) 

§  199.58  Shipment  from  a  bonded 
dealer's  premises.  Upon  removal  of 
specially  denatured  alcohol,  the  dealer, 
after  marking  the  containers  thereof 
and  sealing  openings  in  the  case  of  tank 
cars  or  tank  trucks,  shall  execute  the 
report  of  removal  on  all  copies  of  Form 
1701.  Railroad  or  other  appropriate 
seals,  dissimilar  in  marking  from  cap 
seals  used  by  the  Bureau  of  Internal 
Revenue,  for  securing  openings  in  tank 
cars  or  tank  trucks,  shall  be  furnished 
and  affixed  by  the  carrier  or  the  dealer. 
The  serial  numbers  of  seals  so  used  shall 
be  noted  on  Form  1701. 

(53  stat.  307;  26  U.  S.  C.  2808) 

§  199.59  Delivery  to  zone.  Specially 
denatured  alcohol  may  be  delivered  di¬ 
rectly  to  a  zone  by  the  denaturer  or 
bonded  dealer  in  vehicles  owned  or  con- 
'  trolled  by  him,  or  to  a  carrier,  holding 
permit  under  Regulations  3  (26  CFR 
Part  182)  to  transport  specially  dena¬ 
tured  alcohol,  for  transportation  to  a 
zone.  When  delivery  is  made  to  a  car¬ 
rier  for  transportation  to  a  zone,  a  copy 
.  of  the  bill  of  lading,  if  any,  covering 
such  transportation  shall  be  procured 
by  the  shipper  for  attachment  to  the 
copy  of  Form  1701  to  be  transmitted  to 
the  district  supervisor. 

(53  stat.  360;  26  U.  S.  C.  3114) 

§  199.60  Disposition  of  forms.  When 
the  specially  denatured  alcohol  has  been 
withdrawn  and  a  copy  of  the  bill  of  lad¬ 
ing,  if  any,  has  been  furnished  the  store¬ 
keeper-gauger  at  the  denaturing  plant, 
or  procured  by  the  bonded  dealer,  as  the 
case  may  be,  the  storekeeper-gauger  or 
the  bonded  dealer  will  forward  immedi¬ 
ately  one  copy  of  the  Form  1701,  and  the 
bill  of  lading,  if  any,  to  the  supervisor 
of  the  district  in  which  the  denaturing 
plant  or  bonded  dealer  is  located,  and 
tw’O  copies  of  Form  1701  to  the  collector 
of  customs  of  the  district  in  which  the 
foreign-trade  zone  is  located.  The  de¬ 
naturer  or  bonded  dealer,  as  the  case 
may  be,  will  retain  the  remaining  copy 
of  Form  1701. 

§  199.61  Deposit  in  foreign-trade 
zone.  Upon  receipt  at  the  zone,  the  spe¬ 
cially  denatured  alcohol  shall  be  in¬ 
spected  by  a  customs  officer,  who  will 
determine  if  it  agrees  in  all  respects  with 
the  description  thereof  on  Form  1701. 
The  officer  will  carefully  examine  the 
contents  of  any  containers  which  are 
broken  or  tampered  with  and  will  report 
on  both  copies  of  Form  1701  any  short¬ 
age  and  the  apparent  cause  thereof. 
the  inspection  discloses  evidence  of 
fraud,  as  distinguished  from  losses  by 
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leakage,  minor  pilferage  or  theft  In 
transit,  the  collector  of  customs  will  de¬ 
tain  the  specially  denatured  alcohol  and 
report  the  facts  immediately  to  the  su¬ 
pervisor  of  the  district  in  which  the  zone 
is  located,  who  will  cause  immediate  in¬ 
vestigation  to  be  made  and  will  take 
such  action  as  the  facts  may  warrant. 
Where  specially  denatured  alcohol  is  so 
detained,  it  shall  be  deemed  not  to  have 
been  deposited  in  the  zone,  and  customs 
officers  will  hold  in  abeyance  the  process¬ 
ing  of  Form  1701  and  Zone  Form  D  per¬ 
taining  to  such  specially  denatured 
alcohol,  until  the  detained  specialty  de¬ 
natured  alcohol  will  have  been  released 
in  accordance  with  the  provisions  of 
§  199.62.  Where  the  inspectiqp  discloses 
no  shortage,  or  where  a  shortage  is  dis¬ 
closed  but  there  is  no  evidence  to  indi¬ 
cate  fraud,  the  customs  officer  will 
execute  his  certificate  of  inspection  on 
Form  1701  and  forward  both  copies 
thereof  to  the  collector  of  customs,  who 
will  execute  his  certificate  of  deposit  on 
Form  1701,  retain  one  copy,  and  forw'ard 
one  copy  to  the  district  supervisor  who 
approved  the  permit. 

§  199.62  Loss  of  specially  denatured 
alcohol  VI  transit.  Losses  of  specially 
denatured  alcohol  by  leakage,  casualty, 
or  unavoidable  cause  during  shipment  or 
transfer  from  a  denaturing  plant  or 
premises  of  a  bonded  dealer  to  a  foreign- 
trade  zone  may  be  allowed,  if  satisfactory 
evidence  establishes  that  such  specially 
denatured  alcohol  has  not  been  diverted 
to  any  illegal  use  by  the  exporter  or  car- 
>  Tier  or  other  person  having  legal  custody 
or  control  thereof  or  w’ith  connivance, 
collusion,  fraud,  or  negligence  on  the 
part  of  the  exporter  or  carrier  or  such 
other  person  or  the  employees  of  any  of 
them.  The  investigation  of  losses,  notice 
to  exporter,  procedure  for  filing  claims, 
action  by  the  district  supervisor,  action 
by  the  Commissioner,  and  release  of  de¬ 
tained  specially  denatured  alcohol  shall 
be  in  accordance  with  the  procedure 
prescribed  in  §  199.47  to  199.51,  insofar 
as  applicable,  governing  losses  of  alcohol. 

(53  Stat.  358,  360;  28  U.  S.  C.  8111,  3113) 

SPECIALLY  DENATURED  RUM 

Note:  Sections  199.63  to  199.72  Interpret 
or  apply  53  Stat.  355;  26  U.  S.  C.  3070. 
Other  statutory  provisions  Interpreted  or  ap¬ 
plied  are  cited  to  text  in  parentheses. 

5  199  63  General.  Specially  dena¬ 
tured  rum  may  be  withdrawn,  without 
payment  of  tax,  from  distillery  denatur¬ 
ing  bonded  warehouses  established  and 
operated  under  the  provisions  of  Regula¬ 
tions  16  <26  CFR  Part  187)  for  deposit  in 
foreign-trade  zones  for  exportation  or 
storage  therein  pending  exportation,  in 
accordance  with  the  fourth  proviso  to 
section  3  of  the  Act  of  June  18,  1934,  as 
amended.*  Such  withdrawals  may  be 
made  in  packages  of  any  desired  size, 
including  tank  cars.  The  withdrawal, 
transportation  to  and  deposit  in  a  for¬ 
eign-trade  zone,  and  the  accounting  for 
any  losses,  shall  be  in  accordance  with 
this  subpart  and  Subpart  J.  Except  as 
otherwise  provided  in  this  subpart,  the 
packaging,  marking,  and  reporting  of 
specially  denatured  rum  prior  to  with- 
^^awal.  shall  be  in  accordance  with  the 

*See  footnote  on  p.  5228. 


applicable  provisions  of  Regulations  16 
governing  the  exportation  of  specially 
denatured  rum. 

§  199.64  Application  and  entry. 
Where  the  proprietor  of  a  denaturing 
bonded  warehouse  desires  to  withdraw 
specially  denatured  rum  for  transporta¬ 
tion  to  and  deposit  in  a  foreign-trade 
zone  for  exportation,  application  will  be 
filed  on  Form  1701  in  accordance  with 
the  applicable  provisions  of  §  199.36  cov¬ 
ering  the  withdrawal  of  alcohol,  except 
that  an  original  and  three  copies  will 
be  prepared  instead  of  an  original  and 
four  copies. 

S  199.65  Consent  of  surety.  The  pro¬ 
prietor  of  the  denaturing  bonded  ware¬ 
house  must  file  a  consent  of  surety.  Form 
1533,  in  triplicate,  extending  the  terms 
of  his  bond.  Form  572,  which  consent 
shall  contain  the  undertaking  that — 

The  obligors  hereby  agree  to  extend  the  terms 
of  said  bond  to  cover  all  liability  that  may  be 
Incurred  by  the  principal  on  all  specially 
denatured  rum  withdrawn  by  him  for  trans¬ 
portation  to  and  deposit  In  a  foreign-trade 
zone  for  which  satisfactory  evidence  of  de¬ 
posit  therein  Is  not  submitted  to  the  district 
supervisor. 

Consents  of  surety  .shall  be  executed  and 
approved  in  accordance  with  Subpart  J 
and  the  instructions  printed  on  the  form. 

■  §  199.66  Approval  of  application  and 
issuance  of  permit.  The  proprietor  shall 
forward  all  copies  of  Form  1701  to  the 
district  supervisor.  If  the  consent  of 
surety.  Form  1533,  extending  the  terms 
of  the  bond.  Form  572,  has  been  approved 
and  the  bond  is  in  a  sufficient  penal  sum, 
the  district  supervisor  shall  issue  permit 
on  Form  1701  for  removal  and  transpor¬ 
tation  of  the  specially  denatured  rum  to 
the  zone,  and  shall  return  all  copies  of 
Form  1701  to  the  applicant. 

§  199.67  Marking  of  containers.  The 
containers  will  be  marked  in  accordance 
with  the  provisions  of  Regulations  16 
(26  CFR  Part  187)  for  containers  of 
specially  denatured  rum  withdrawn  for 
exportation,  except  that  the  words,  “For 
Export’’  will  be  followed  by  “via  F.  T.  Z. 
No _ ” 

(53  stat.  307:  26  U.  S.  C.  2808) 

§  199.68.  Release  of  specially  denatured 
rum.  The  openings  of  tank  cars  used  for 
the  transportation  of  specially  denatured 
rum  shall  be  sealed  by  the  storekeeper- 
gauger  with  Government  cap  seals  as 
soon  as  such  cars  are  filled.  The  store¬ 
keeper-gauger  also  shall  note  the  serial 
numbers  of  the  seals  so  used  on  Form 
1701.  After  the  containers  have  been 
properly  marked,  and  sealed  in  the  case 
of  tank  cars,  the  storekeeper-gauger  will 
release  the  specially  denatured  rum  for 
shipment  to  the  foreign-trade  zone 
named  in  the  application.  Upon  removal 
of  the  specially  denatured  rum,  the  store¬ 
keeper-gauger  will  execute  the  report  of 
removal  on  Form  1701. 

(53  stat.  307;  26  U.  S.  C.  2808) 

§  199.69  Delivery  to  zone.  Specially 
denatured  rum  may  be  delivered  direct¬ 
ly  to  a  zone  by  the  proprietor  in  vehicles 
owned  or  controlled  by  him,  or  to  a  car¬ 
rier  holding  permit  under  Regulations  3 
(26  CFR  Part  182)  to  transport  specially 
denatured  or  tax-free  alcohol,  for  trans¬ 


portation  to  a  zone.  Where  delivery  is 
made  to  a  carrier  for  transportation  to  a 
zone,  he  shall  procure  a  copy  of  the  bill 
of  lading,  if  any,  covering  such  trans¬ 
portation. 

§  199.70  Disposition  of  forms.  When 
the  specially  denatured  rum  has  been 
withdrawn  and  a  copy  of  the  bill  of  lad¬ 
ing.  if  any.  has  been  furnished  to  the 
storekeeper-gauger  at  the  denaturing 
bonded  warehouse,  the  storekeeper- 
gauger  will  forward  immediately  one 
copy  of  the  Form  1701  and  bill  of  lading, 
if  any.  to  the  supervisor  of  the  district 
in  which  the  premises  are  located,  and 
two  copies  of  Form  1701  to  the  collector 
of  customs  of  the  district  in  which  the 
foreign-trade  zone  is  located.  The  pro¬ 
prietor  will  retain  the  remaining  copy  of 
Form  1701  for  filing. 

5  199.71  Deposit  in  foreign-trade 
zone.  Upon  receipt  at  the  zone,  the  spe¬ 
cially  denatured  rum  shall  be  inspected 
by  a  customs  officer  who  will  determine 
whether  it  agrees  in  all  respects  with  the 
description  thereof  on  Form  1701.  The 
officer  will  carefully  examine  the  con¬ 
tents  of  any  containers  which  are  broken 
or  tampered  with  and  will  report  on  both 
copies  of  Form  1701  any  shortage  and  the 
apparent  cause  thereof.  If  the  inspec¬ 
tion  discloses  evidence  of  fraud,  as  dis- 
tingui.shed  from  losses  by  leakage,  minor 
pilferage  or  theft  in  transit,  the  collector 
of  customs  will  detain  the  specially 
denatured  rum  and  report  the  facts  im¬ 
mediately  to  the  supervisor  of  the  dis¬ 
trict  in  which  the  zone  is  located*  who 
will  cause  immediate  investigation  to  be 
made  and  will  take  such  action  as  the 
facts  may  warrant.  Where  specially  de¬ 
natured  rum  is  so  detained,  it  shall  be 
deemed  not  to  have  been  deposited  in  the 
zone,  and  customs  officers  will  hold  in 
abeyance  the  processing  of  Form  1701 
and  Zone  Form  D  pertaining  to  such  spe¬ 
cially  denatured  rum,  until  the  detained 
denatured  rum  will  have  been  released 
in  accordance  with  the  provisions  of 
§  199.72.  Where  the  inspection  discloses 
no  shortage,  or  where  a  shortage  is  dis¬ 
closed  but  there  is  no  evidence  to  indi¬ 
cate  fraud,  the  customs  officer  will  exe¬ 
cute  his  certificate  of  inspection  on  Form 
1701  and  forward  both  copies  thereof  to 
the  collector  of  customs  who  will  execute 
his  certificate  of  deposit  on  Form  1701, 
retain  one  copy,  and  forward  one  copy 
to  the  district  supervisor  who  approved 
the  permit. 

§  199.72  Loss  of  specially  denatured 
rum  in  transit.  Losses  of  specially  de¬ 
natured  rum  by  leakage,  casualty,  or  un¬ 
avoidable  cause  during  shipment  or 
transfer  from  a  denaturing  bonded  ware¬ 
house  to  a  foreign-trade  zone  may  be  al¬ 
lowed,  if  satisfactory  evidence  establishes 
that  such  specially  denatured  rum  has 
not  been  diverted  to  any  illegal  use  by 
the  exporter  or  carrier  or  other  person 
having  legal  custody  or  control  thereof 
or  with  connivance,  collusion,  fraud,  or 
negligence  on  the  part  of  the  exporter  or 
carrier  or  such  other  person  or  the  em¬ 
ployees  of  any  of  them.  The  investiga¬ 
tion  of  losses,  notice  to  exporter,  pro¬ 
cedure  for  filing  claims,  action  by  dis¬ 
trict  supervisor,  action  by  Commissioner, 
and  release  of  detained  specially  de¬ 
natured  rum  shall  be  in  accordance  with 
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the  procedure  prescribed  in  |§  199.47  to 
199  51.  insofar  as  applicable,  governing 
losses  of  alcohol. 

(53  8tat.  359,  369;  26  U.  S.  C.  8111,  3113) 

Subpart  D — Withdrawal  of  Distilled 
Spirits  for  Deposit  in  and  Subsequent 
Exportation  Frcm  a  Foreign-Tr.ade 
ZCNE 

§  199.100  General.  Distilled  spirits 
may  be  withdrawn,  without  payment  of 
tax,  from  an  internal  revenue  bonded 
warehouse,  registered  distillery  or  fruit 
distillery  established  and  operated  under 
the  provisions  of  Regulations  10  <26  CFR 
Part  185),  Regulations  4  <26  CFR  Part 
183)  or  Regulations  5  (26  CFR  Part  184), 
respectively,  for  transportation  to  and 
deposit  in  a  foreign-trade  zone  for  ex¬ 
portation  or  storage  therein  pending 
exportation,  in  accordance  with  the 
fourth  proviso  to  section  3  of  the  Act  of 
June  18,  1924,  as  amended.*  Distilled 
spirits  may  be  removed  in: 

(a)  Distiller’s  original  packages  in- 
clu-iZing  those  the  contents  of  which  have 
been  reduced  in  proof  to  not  less  than 
£0"; 

<b)  New  packages  filled  from  distil¬ 
ler’s  original  packages; 

<c)  Cases  containing  spirits  bottled 
in  bond  for  export; 

(d)  Wooden  packages  each  contain¬ 
ing  two  or  more  metallic  cans  of  a  ca¬ 
pacity  cf  not  less  than  five  gallons  each; 

<e)  Tank  cars  in  the  case  of  spirits  of 
not  less  than  180“  of  proof;  and 

(f)  Packages  containing  brandies 
blended  under  the  provisions  of  Regula¬ 
tions  10. 

The  withdrawal,  transportation  to  and 
deposit  in  the  foreign-trade  zone,  and 
the  accounting  for  any  losses  in  transit 
shall  be  in  accordance  with  this  subpart 
and  Subpart  J.  Except  as  otherwise 
provided  in  this  subpart,  the  gauging, 
packaging,  bottling,  casing,  marking, 
stamping,  and  reporting  of  distilled 
spirits  prior  to  withdrawal  shall  be  in 
accordance  with  the  applicable  pro¬ 
visions  cf  Regulations  4.  5,  and  10  gov¬ 
erning  the  exportation  of  distilled  spirits. 

(53  Stat.  333.  336,  339,  344;  26  U.  S.  C.  2878, 
2885.  2888,  2905) 

5  1S9.101  Application  and  entry. 
Whenever  an  exporter  desires  to  remove 
distilled  spirits  from  an  internal  revenue 
bonded  warehouse,  registered  distillery, 
or  fruit  distillery  for  transportation  to 
and  deposit  in  a  foreign-trade  zone  for 
exportation,  application  will  be  filed  on 
Form  1701  in  accordance  with  the  re¬ 
quirements  of  §  189.36  covering  with¬ 
drawal  of  alcohol,  except  that  an  origi¬ 
nal  and  five  copies  will  be  prepared  in¬ 
stead  of  an  original  and  four  copies. 

(53  stat.  333,  336,  339,  344;  26  U.  S.  C.  2878, 
2L85,  2888,  2905) 

§  199.102  Transportation  bonds.  The 
exporter  shall  file  a  bond  with  the  dis¬ 
trict  supervisor  to  cover  the  transporta¬ 
tion  of  the  distilled  spirits  from  the  reg¬ 
istered  distillery,  fruit  distillery,  or  in¬ 
ternal  revenue  bonded  warehouse,  as  the 
case  may  be,  to  the  foreign-trade  zone. 
If  a  bond  is  given  only  for  a  speeific  lot 
of  distilled  spirits  to  be  withdrawn,  the 


‘  See  lootuote  on  p.  5228. 


bond  shall  be  executed  on  Form  1702,  in 
triplicate.  The  penal  sum  of  such  bond 
shall  be  not  less  than  the  tax  at  the  dis¬ 
tilled  spirits  rate  on  the  quantity  of 
spirits  to  be  withdrawn,  and  in  no  case 
shall  be  less  than  $1,000.  If  distilled 
spirits  are  to  be  withdrawn  from  time  to 
time  for  transfer  to  a  foreign-trade  zone, 
a  continuing  bond  on  Form  1703  shall  be 
executed,  in  triplicate:  Provided,  That  if 
the  exporter  has  on  file  a  bond  on  Form 
657  or  Form  658,  he  may  file  a  consent 
of  surety  on  Form  1533  extending  the 
terms  of  such  bond  to  cover  the  tax  on 
all  distilled  spirits  withdrawn  for  trans¬ 
portation  to  and  deposit  in  a  zone.  The 
penal  sum  of  the  bond  on  Form  1703,  or 
of  the  bond  on  Form  657  or  Form  658  on 
which  the  coiisent  has  been  filed,  shall 
be  sufiBcient  to  cover  the  tax  at  the  dis¬ 
tilled  spirits  rate  on  the  maximum  quan¬ 
tity  of  spirits  to  be  withdrawn  and  that 
may  remain  unaccounted  for  at  any  one 
time,  and  in  no  case  shall  be  less  than 
$1,000.  Bonds  and  consents  of  surety 
shall  be  executed  and  approved  in  ac¬ 
cordance  with  Subpart  J  and  the  in¬ 
structions  printed  on  the  form. 

(53  stat.  336,  339,  344;  26  U.  S.  C.  2885,  2888, 
2905) 

§  199.103  Tank  cars  oi  distilled  spirits 
of  not  less  than  180  degrees  proof.  Ex¬ 
cept  as  otherwise  provided  in  this  sub¬ 
part,  w’here  it  is  desired  to  withdraw  dis¬ 
tilled  spirits  of  not  less  than  180' degrees 
proof  in  tank  cars  for  deposit  in  a  for¬ 
eign-trade  zone,  the  filling,  sealing, 
marking,  and  stamping  cf  such  tank  cars 
shall  be  in  accordance  with  the  pro¬ 
visions  of  Regulations  4  (26  CFR  Part 
18S),5  (26  CFR  Part  184),  or  10  <26  CFR 
Part  185)  governing  the  removal  of  spir¬ 
its  in  tank  cars  for  exportation.  The 
storekeeper-gauger  shall  prepare  an 
original  and  five  copies  of  the  Form  1520 
covering  the  gauge  and  removal  of  the 
spirits.  After  the  tank  cars  have  been 
filled,  the  storekeeper-gauger  shall  exe¬ 
cute  his  report  of  gauge  on  all  copies  of 
the  Form  1701,  attach  a  copy  of  the  Form 
1529  to  each  copy  of  the  Form  1701,  de¬ 
liver  the  original  and  four  copies  to  the 
proprietor,  and  retain  the  remaining 
copy  of  each  form. 

(53  stat.  339;  26  U.  S.  2888) 

§  199.104  Distiller’s  original  packages 
and  packages  filled  from  distiller’s  orig¬ 
inal  packages.  Except  as  otherwise  pro¬ 
vided  in  this  subpart,  w'here  it  is  desired 
to  withdraw’  distilled  spirits  in  distiller’s 
original  packages  and  packages  filled 
from  distiller’s  original  packages,  the 
gauging,  reduction  in  proof,  recasking, 
and  the  marking  of  packages  shall  be 
in  accordance  with  the  provisions  of 
Regulations  10  (26  CFR  Part  185)  gov¬ 
erning  the  exportation  of  distilled  spir¬ 
its.  The  proprietor  shall  prepare  an 
original  and  five  copies  of  Form  1520,  in 
the  manner  provided  in  Regulations  10, 
covering  the  packages  listed  in  the  ap¬ 
plication,  execute  his  request  for  gauge 
on  Form  1701,  and  deliver  all  copies  of 
the  Forms  1520  and  1701  to  the  store- 
keeper-gauger  at  the  warehouse.  If  the 
spirits  are  to  be  reduced  to  not  less  than 
90  degrees  proof,  or  if  the  spirits  are  to 
be  transferred  frcm  distiller’s  original 
packages  to  new  packages,  the  propri¬ 


etor  shall  make  request  so  to  do  at  the 
time  he  executes  his  request  for  gauge. 
If  spirits  in  original  packages  are  re¬ 
duced  in  proof  or  are  transferred  to  new 
packages,  the  storekeeper-gauger  will 
prepare  an  original  and  five  copies  of 
Form  1520,  covering  the  gauge  after  re¬ 
duction  or  the  gauge  of  the  new  pack¬ 
ages,  as  the  case  may  be.  The  store¬ 
keeper-gauger  shall  then  execute  his  re¬ 
port  of  gauge  on  Form  1701  and  attach  to 
each  copy  of  the  form  a  cepy  of  the 
Form  1520  covering  the  first  gauge  of  the 
spirits,  and  a  copy  of  the  Form  1520  cov¬ 
ering  the  reduction  in  proof  or  the  trans¬ 
fer  to  new  packages,  retain  one  copy  of 
Form  1701  with  Forms  1520  attached, 
and  deliver  the  remaining  five  copies  of 
each  form  to  the  proprietor  of  the  ware¬ 
house. 

(53  stat.  336:  26  U.  S.  C.  2885) 

§  189.105  Wooden  packages  contain¬ 
ing  metallic  cans.  Except  as  otherwise 
provided  in  this  subpart,  where  it  is  de¬ 
sired  to  withdraw  distilled  spirits  in 
wooden  packages  containing  metallic 
cans,  the  marking,  stamping,  and  re¬ 
moval  of  such  wooden  packages  shall  be 
in  accordance  with  the  provisions  of  Reg¬ 
ulations  10  (26  CFR  Part  185)  governing 
the  exportation  of  wooden  packages  con¬ 
taining  metallic  cans.  The  p  ccedure 
prescribed  in  this  subpart  for  the  with¬ 
drawal  of  distiller’s  original  packages 
shall  be  follow’ed,  insofar  as  applicable, 
expect  that  the  request  for  gauge  shall 
not  be  executed. 

(53  stat.  333;  26  U.  S.  C.  2878) 

§  199.106  Bottled  spirits.  Except  as 
otheiwi.‘?9  provided  in  this  subpart,  w’here 
it  is  desired  to  w’ithdraw  distilled  spirits 
bottled  in  bond  for  expert  for  transporta¬ 
tion  to  and  deposit  in  a  foreign-trade 
zone,  the  bottling,  casing,  marking  and 
removal  of  such  distilled  spirits  shall  be 
in  accordance  w’ith  the  provisions  of 
Regulations  10  (26  CFR  Part  185)  gov¬ 
erning  the  exportation  of  distilled 
spirits  bottled  in  bond. 

(53  stat.  344;  26  U.  S.  C.  2905) 

§  199.107  Approval  of  application  and 
issuance  of  permit.  The  proprietor  of 
the  distillery  or  bonded  warehouse  shall 
forward  to  the  district  supervisor  all 
copies  of  the  Form  1701,  with  Forms  1520, 
If  any,  attached.  If  the  bond.  Form  1702 
or  Form  1703,  has  been  approved  and  is 
in  a  sufficient  penal  sum,  or  if  a  consent 
of  surety.  Form  1533,  extending  the  terms 
of  a  bond  on  Form  657  or  Form  658,  has 
been  approved  and  the  bond  is  in  a  .suffi¬ 
cient  penal  sum,  the  district  supervisor 
shall  issue  permit  on  Form  1701  for 
transportation  and  deposit  of  spirits  in 
the  zone,  and  shall  return  all  copies  of 
the  Form  1701,  w’ith  Forms  1520,  if  any, 
attached,  to  the  proprietor. 

(53  stat.  336,  339,  344;  26  U.  S.  C.  2885.  2888. 
2905) 

§  199.108  Export  stamps.  EA'ery  con¬ 
tainer  of  distilled  spirits,  except  ca.ses 
of  bottled  spirits,  intended  for  transfer 
to  a  foreign-trade  zone  mu-^t  have  an 
export  stamp  affixed  thereto  at  the  time 
of  its  removal  from  the  distillery  or  ware¬ 
house.  Upon  receipt  of  the  di.strict  su¬ 
pervisor’s  permit  for  removal  and 
ti an. porta tion  executed  on  Form  1701 
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with  attached  Form  1520,  the  proprietor 
will  forward  all  copies  together  with  the 
remittance  for  the  necessary  number  of 
export  stamps  to  the  collector  of  internal 
revenue.  The  collector  will  issue  the  ex¬ 
port  stamps,  enter  the  kind  and  serial 
numbers  of  the  stamps  on  all  copies  of 
Form  1520,  retain  one  copy  of  each  form, 
and  return  the  remaining  four  copies  of 
each  form,  with  the  export  stamps,  to 
the  proprietor.  The  proprietor  will  de¬ 
liver  the  export  stamps  and  Form  1701 
with  the  attached  Forms  1520  to  the 
storekeeper-gauger,  who  will  verify  the 
data  on  the  stamps  and  aflflx  his  sig¬ 
nature,  or  facsimile  thereof,  enter  the 
serial  numbers  of  the  stamps  on  Form 
1701  and  his  retained  copy  of  Form  1520, 
and  return  the  stamps  to  the  proprietor. 

(53  Stat.  333,  336,  339;  26  U.  S.  C.  2878.  2885, 
2888) 

§  199.109  Marking  and  stamping  con¬ 
tainers.  The  containers,  except  cases  of 
bottled  spirits,  will  be  marked  and 
stamped  in  accordance  with  the  provi¬ 
sions  of  Regulations  10  (26  CFR  Part 
185  >  for  containers  of  distilled  spirits 
withdrawn  for  exportation,  except  that 
the  words  “For  Export  via  F.  T.  Z.  No. 

_ ”  will  be  show  n  in  lieu  of  the  names 

of  ports.  Cases  of  bottled  spirits  will  be 
marked  in  accordance  with  the  provi¬ 
sions  of  Regulations  10  for  cases  of 
bottled  spirits  withdrawn  for  exporta¬ 
tion.  except  that  the  words  “For  Export” 

will  be  followed  by  “via  F.  T.  Z.  No - ,” 

in  lieu  of  the  words  “From  U.  S.  A.”  and 
the  names  of  the  ports. 

(53  Gtat.  333,  336,  339,  344;  26  U.  S.  C.  2878, 
2885,  2888,  2905) 

§  199.110  Release  of  spirits.  After 
the  containers  have  been  properly 
marked,  and  except  in  the  case  of  bottled 
spirits,  stamped,  the  storekeeper-gauger 
will  release  the  spirits  for  shipment  to 
the  foreign -trade  zone  named  in  the  ap¬ 
plication,  Form  1701.  Upon  removal  of 
the  spirits  from  the  premises,  the  store¬ 
keeper-gauger  will  execute  the  report  of 
removal  on  Form  1701. 

(53  stat.  333,  336,  339,  344;  26  U.  S.  C.  2878, 
2885,  2888,  2905) 

§  199.111  Delivery  to  zone.  Distilled 
spirits  may  be  delivered  directly  to  a 
zone  by  the  exporter  or  to  a  carrier  for 
transportation  to  a  zone.  Where  de¬ 
livery  is  made  to  a  carrier  for  trans¬ 
portation  to  a  zone,  the  proprietor  shall 
procure  a  copy  of  the  bill  of  lading,  if 
any,  covering  such  transportation  and 
deliver  it  to  the  storekeeper-gauger. 

(53  stat.  336,  339,  344;  26  U.  S.  C.  2885,  2888, 
2905) 

5  199.112  Disposition  of  forms. 
When  the  distilled  spirits  have  been 
withdrawn,  the  storekeeper-gauger  will 
forward  immediately  one  copy  of  the 
Form  1701,  with  Form  1520,  If  any,  at¬ 
tached,  and  a  copy  of  the  bill  of  lading, 
if  any,  to  the  supervisor  of  the  district 
in  which  the  distillery  or  warehouse  Is 
located,  two  copies  of  the  forms  to  the 
collector  of  customs  of  the  district  in 
which  the  foreign-trade  zone  is  located, 
deliver  one  copy  of  the  forms  to  the  pro¬ 
prietor,  and  retain  the  remaining  copy 
of  the  forms. 

No,  113 - 4 


(53  Stat.  336,  339,  344;  26  U.  8.  C.  2885,  2888, 
^5) 

S  199.113  Deposit  in  foreign-trade 
tone.  Upon  receipt  at  the  zone,  the 
containers  of  distilled  spirits  shall  be 
inspected  by  a  customs  officer  for  evi¬ 
dence  of  loss  or  tampering.  Packages 
of  distilled  spirits,  including  metal  cans 
enclosed  in  wooden  packages,  must  be 
gauged  and  a  report  of  the  gauge  made 
on  Form  696,  in  duplicate.  If  seals  on 
tank  cars  are  intact  and  bear  the  serial 
numbers  shown  on  Form  1520  to  have 
been  affixed  at  the  time  of  removal,  and 
if  there  is  no  evidence  of  loss  or  tamper¬ 
ing,  no  gauge  of  such  tank  cars  need  be 
made.  However,  if  the  seals  are  not 
intact  or  if  the  original  seals  (listed  on 
Form  1520)  have  been  replaced,  the 
officer  will  open  the  car,  gauge  the 
spirits,  and  make  a  report  of  his  gauge 
on  Form  696,  in  duplicate.  Containers 
bearing  evidence  of  loss  may  be  de¬ 
posited  in  the  zone,  unless  the  circum¬ 
stances  indicate  fraud,  as  distinguished 
from  losses  by  leakage,  minor  pilferage 
or  theft  in  transit,  in  which  event  the 
collector  of  customs  will  detain  the  dis¬ 
tilled  spirits  and  report  the  facts  im¬ 
mediately  to  the  supervisor  of  the  dis¬ 
trict  in  which  the  zone  is  located,  who 
will  cause  immediate  investigation  to  be 
made  and  will  take  such  action  as  the 
facts  may  warrant.  When  distilled 
spirits  are  so  detained,  they  shall  be 
deemed  not  to  have  been  deposited  in 
the  zone  and  customs  officers  will  hold 
in  abeyance  the  processing  of  Forms 
1701  and  Zone  Form  D  until  the  detained 
distilled  spirits  will  have  been  released  in 
accordance  with  §  199.120.  Where  the 
Inspection  or  gauge  discloses  no  loss,  or 
where  a  loss  is  disclosed  by  such  inspec¬ 
tion  or  gauge  and  there  is  no  evidence  to 
indicate  fraud,  the  officer  shall  execute 
his  certificate  of  inspection  on  Form  1701, 
reporting  thereon  any  discrepancy 
found,  giving  the  serial  numbers  of  the 
packages  or  cases  or  the  tank  car  num¬ 
ber,  the  original  contents  In  proof  gal¬ 
lons.  and  the  nature  and  extent  of  any 
losses  or  discrepancies.  The  officer  shall 
cut  out  tliat  portion  of  each  of  the  ex¬ 
port  stamps,  if  any,  extending  from  the 
top  to  the  bottom  and  embracing  the 
entire  width  betw’een  the  borders  Uiere- 
of,  and  attach  them,  together  with  a 
copy  of  Form  696,  if  any,  to  one  copy  of 
the  Form  1701.  The  officer  shall  attach 
the  remaining  copy  of  Form  696,  if  any, 
to  the  remaining  copy  of  Form  1701  and 
shall  then  forw'ard  both  copies  of  Form 
1701  with  attachments  to  the  collector 
of  customs.  The  collector  of  customs 
will  execute  his  certificate  on  Form  1701 
and  forward  one  copy  of  the  form  with 
Forms  1520  and  696,  if  any,  and  the  cut¬ 
out  portions  of  the  stamps,  if  any,  to 
the  (iistrict  supervisor  who  approved  the 
permit.  The  remaining  copy  of  the 
Form  1701,  with  attachments,  if  any, 
will  be  retained  by  the  collector  of 
customs. 

(53  stat.  336,  339,  344;  26  U.  8.  C.  2885,  2888, 
2905) 

LOSSES  OF  DISTILLED  SPIRITS  IN  TRANSIT 

§  199.114  Taxable  losses.  The  law 
provides  that  no  tax  shall  be  collected 
in  respect  of  distilled  spirits  lost  or  de- 
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stroyed  while  in  bond,  except  that  such 
tax  shall  be  collected: 

(a)  Theft.  In  the  case  of  loss  by  theft 
unless  the  Commissioner  shall  find  that 
the  theft  occurred  without  connivance, 
collusion,  fraud,  or  negligence  on  the  part 
of  the  distiller,  warehouseman,  owner, 
consignor,  consignee,  bailee,  or  carrier, 
or  the  employees  of  any  of  them;  and 

(b)  Voluntary  destruction.  In  the 
case  of  voluntary  destruction  unless  the 
distilled  spirits  were  unfit  for  use  for 
beverage  purposes  and  the  warehouse¬ 
man,  or  other  person  responsible  for  the 
tax,  obtained  the  written  permission  of 
the  district  supervisor  for  such  destruc¬ 
tion  in  each  case. 

(53  stat.  340,  aa  amended;  26  U.  S.  C.  2901) 

§  199.115  Insurance  coverage.  The 
remission  of  the  tax  on  distilled  spirits 
lost  by  theft  while  in  bond  may  be  al¬ 
lowed  only  to  the  extent  that  the  claim¬ 
ant  is  not  Indemnified  against  or  recom¬ 
pensed  for  such  tax. 

(53  stat.  340.  as  amended;  26  U.  S.  C.  2001) 

§199.116.  Notice  to  exporter.  If.  upon 
examination  of  Form  1701,  and  Form 
696,  if  any,  received  from  the  collector  of 
customs,  the  district  supeiwisor  is  of  the 
opinion  that  a  reported  loss  resulted  from 
theft,  or  unauthorized  voluntary  de¬ 
struction.  he  w’ill  advise  the  principal  on 
the  bond  by  letter  (a)  of  the  identity  of 
the  containers;  (b)  of  the  amount  of  the 
loss;  (c)  of  the  circumstances  Indicating 
loss  by  theft  or  unauthorized  voluntary 
destruction;  and  (d)  that  filing  of  proof 
of  loss  and  claim  for  remission  of  tax  is 
required. 

(53  stat.  340,  as  amended;  26  U.  8.  C.  2901) 

§199,117  Filing  of  claims.  When  the 
exporter  has  received  a  notice  of  loss  and 
a  request  from  the  district  supervisor, 
for  the  filing  of  a  claim,  he  shall,  within 
30  days  from  the  date  of  notification, 
submit  a  claim  for  remission  of  the  tax 
on  the  spirits  lost.  Such  claims  shall  be 
made  on  letter-size  paper,  in  duplicate, 
showing  the  name,  address,  and  capacity 
of  the  claimant  and  setting  forth,  under 
oath,  the  following  information: 

(a)  The  name  of  the  distiller  who 
produced  the  spirits,  and  the  registry 
number  and  location  of  the  distillery; 

(b)  The  serial  numbers  of  the  pack¬ 
ages  or  cases  from  which  the  spirits  were 
lost.  In  the  case  of  tank  cars,  the  car 
numbers  will  be  stated; 

(c)  The  quantity  of  spirits  lost  from 
each  package  or  other  container,  and  the 
total  quantity  of  spirits  covered  by  the 
claim ; 

(d)  The  total  amount  of  tax  for  which 
the  claim  Is  filed; 

(e)  The  date  of  the  loss,  or,  if  such 
date  Is  not  known,  the  date  on  which  the 
loss  was  discovered  and  the  cause  and 
nature  thereof,  together  with  all  the  facts 
surrounding  the  loss; 

(f )  The  name  of  the  carrier,  if  any; 

(g)  If  lost  by  theft,  the  facts  establish¬ 
ing  whether  the  loss  occurred  as  the  re¬ 
sult  of  any  negligence,  connivance,  collu¬ 
sion,  or  fraud  on  the  part  of  the  distiller, 
owner,  warehouseman,  consignor,  con¬ 
signee,  bailee,  or  carrier,  or  the  em¬ 
ployees  of  any  of  them; 

(h)  If  lost  by  theft,  whether  the 
claimant  is  Indemnified  or  recompensed 
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for  the  loss,  and.  if  so.  the  amount  and 
nature  of  such  indemnity  or  recompense. 
The  actual  value  of  the  spirits,  less  the 
tax.  must  be  stated  explicitly  and,  where 
required,  certified  copies  of  all  policies  of 
insurance  or  other  documents  of  in¬ 
demnity  covering  the  spirits  must  be  fur¬ 
nished. 

(53  Stat.  340,  as  amended;  26  U.  S.  C.  2901) 

§  199.118  Action  by  district  supervisor. 
Where  large  losses  in  transit  are  re¬ 
ported,  the  district  supervisor  will  cause 
immediate  investigation  to  be  made. 
When  a  claim  for  remission  of  tax  is  re¬ 
ceived.  the  district  supervisor  will  care¬ 
fully  examine  it  to  see  that  the  required 
information  has  been  furnished  and  will 
cause  such  investigation  to  be  made  or 
require  such  additional  evidence  to  be 
submitted  as  he  may  deem  necessary. 
Upon  completion  of  the  claim  investiga¬ 
tion,  the  district  supervisor  will  forward 
one  copy  of  the  claim  and  related  papers, 
to  the  Commissioner  with  his  recom¬ 
mendation  as  to  the  merits  of  the  claim. 
In  the  event  the  exporter  does  not  file 
proof  of  loss  and  claim  for  remission  of 
tax  as  provided  in  this  subpart,  the  dis¬ 
trict  supervisor  will  report  the  tax  for 
assessment  in  accordance  with  the  pre¬ 
scribed  procedure.  The  district  super¬ 
visor  will  keep  an  account  with  each 
bond  in  accordance  with  Subpart  J. 

(53  stat.  340,  as  amended;  26  U.  S.  C.  2901) 

§  199.119  Action  by  Commissioner. 
If  the  Commissioner  finds  that  a  loss  of 
distilled  spirits  from  a  container  resulted 
(a)  from  unauthorized  voluntary  de¬ 
struction,  or  (b)  from  theft  and  the  pro¬ 
prietor  or  other  person  responsible  for 
the  tax  fails  to  establish  that  the  theft 
did  not  occur  as  a  result  of  connivance, 
collusion,  fraud,  or  negligence  on  the 
part  of  the  distiller,  warehouseman, 
owner,  consignor,  consignee,  bailee,  or 
carrier,  or  the  employees  of  any  of  them, 
the  tax  will  be  assessed. 

(53  stat.  340,  as  amended;  26  U.  S.  C.  2901) 

§  199.120  Release  of  detained  spirits. 
When  spirits  have  been  detained  at  a 
foreign- trade  zone  pending  the  district 
supervisor's  investigation  and  determi¬ 
nation  of  fraud  in  accordance  with 
S  199.113,  the  collector  of  customs  shall 
not  release  the  spirits  for  deposit  until 
he  is  advised  so  to  do  by  the  district 
supervisor. 

ScBPART  E — Withdrawal  of  Wines  for 

Deposit  in  and  Subsequent  Exporta¬ 
tion  Prom  a  Foreign-Trade  Zone 

Note:  Sections  199.150  to  199.158  interpret 
or  apply  53  Stat.  353;  26  U.  S.  C.  3037.  Other 
statutory  provisions  Interpreted  or  applied 
are  cited  to  text  in  parentheses. 

§  199.150  General.  Wines  may  be 
withdrawn,  free  of  tax,  from  bonded 
wineries  and  bonded  storerooms  estab¬ 
lished  and  operated  under  the  provision.s 
of  Regulations  7  (26  CFR  Part  178),  for 
transportation  to  and  deposit  in  foreign- 
trade  zones  for  exportation  or  storage 
therein  pending  exportation,  in  accord¬ 
ance  w’ith  the  fourth  proviso  to  section 
8  of  the  Act  of  June  18,  1934,  as 
amended.'  Such  withdrawals  may  be 
made  in  casks,  barrels,  kegs,  tanks,  tank 
cars,  tank  trucks  and  in  bottles  encased 


In  wood,  fiberboard  or  other  suitable  ma¬ 
terial.  The  withdrawal,  transportation 
to  and  deposit  in  the  foreign- trade  zone 
and  the  accounting  for  any  losses  shall 
be  in  accordance  with  this  subpart  and 
Subpart  J.  Except  as  otherwise  provided 
in  this  subpart,  the  packaging,  bottling, 
casing,  marking,  and  reporting  of  wanes 
prior  to  withdrawal  shall  be  in  accord¬ 
ance  with  the  applicable  provisions  of 
Regulations  7  governing  the  exportation 
of  w  ine. 

§199.151  Application  and  entry. 
Whenever  an  exporter  desires  to  remove 
wines  from  a  bonded  winery  or  storeroom 
for  transportation  to  and  deposit  in  a 
foreign-trade  zone,  application  will  be 
filed  on  Form  1701  in  accordance  with  the 
requirements  of  §  199.36  covering  with¬ 
drawal  of  alcohol,  except  that  an  orig¬ 
inal  and  three  copies  will  be  prepared 
instead  of  an  original  and  four  copies. 

§  199.152  Transportation  bonds.  The 
exporter  shall  file  a  bond  with  the  district 
supervisor  to  cover  the  transportation 
of  the  wine  from  the  bonded  winery  or 
storeroom  to  the  foreign-trade  zone.  If 
a  bond  is  given  only  for  a  specific  lot 
of  wine  to  be  withdrawn,  the  bond  shall 
be  executed  on  Form  1702,  in  triplicate. 
The  penal  sum  of  such  bond  shall  be 
not  less  than  the  tax  on  the  quantity  to 
be  withdrawn,  and  in  no  case  shall  be 
less  than  $5C0.  If  wines  are  to  be  with¬ 
drawn  from  time  to  time  for  transfer  to 
a  foreign-trade  zone,  a  continuing  bond 
on  Form  1703  shall  be  executed  in  tripli¬ 
cate  :  Provided,  That  if  the  exporter  has 
on  file  a  bond  on  Form  186,  he  may  file 
a  consent  of  surety  on  Form  1533  extend¬ 
ing  the  terms  of  such  bond  to  cover  the 
tax  on  all  wines  withdrawn  for  trans¬ 
portation  to  and  deposit  in  a  zone.  The 
penal  sum  of  the  bond  on  Form  1703, 
or  of  the  bond  on  Form  186  on  w'hich  the 
consent  has  been  filed,  shall  be  suflBcient 
to  cover  the  tax  on  the  maximum  quan¬ 
tity  of  any  wines  to  be  withdrawn  and 
that  may  remain  unaccounted  for  at 
any  one  time,  and  in  no  case  shall  be 
less  than  $500.  Bonds  and  consents  of 
surety  shall  be  executed  and  approved 
in  accordance  with  subpart  J  and  the 
instructions  printed  on  the  form. 

§  199.153  Approval  of  application  and 
issuance  of  permit.  The  proprietor  of 
the  bonded  winery  or  storeroom  shall 
forward  to  the  district  supervisor  all 
copies  of  the  Form  1701.  If  the  bond. 
Form  1702  or  Form  1703,  has  been  ap¬ 
proved  and  is  in  a  sufficient  penal  sum, 
or  if  a  consent  of  surety.  Form  1533,  ex¬ 
tending  the  terms  of  a  bond  on  Form  186, 
has  been  approved  and  such  bond  is  in  a 
sufficient  penal  sum,  the  district  super¬ 
visor  shall  Lssue  permit  on  Form  1701  for 
removal  and  transportation  of  the  wanes 
to  the  zone,  and  shall  return  all  copies  of 
the  Form  1701  to  the  proprietor. 

§  199.154  Marking  containers.  The 
containers  wall  be  marked  in  accordance 
with  the  provisions  of  Regulations  7  (26 
CFR  Part  178)  for  containers  of  wane 
withdrawn  for  exportation,  except  that 
the  w'ords  “For  Export”  will  be  followed 

by  “via  F.  T.  Z.  No. _ .” 

(53  stat.  354;  26  U.  S.  C.  3040) 

§  199.155  Delivery  to  zone.  Wine 
may  be  delivered  diiectly  to  a  zone  by 


the  exporter  or  to  a  carrier  for  trans¬ 
portation  to  a  zone.  Where  delivery  is 
made  to  a  carrier  for  ti'ansportation  to 
a  zone,  the  proprietor  shall  procure  a 
copy  of  the  bill  of  lading,  if  any.  covering 
such  transportation.  When  the  wane  is 
withdrawn  from  the  bonded  winery  or 
storeroom,  the  proprietor  shall  execute 
his  report  of  removal  on  Form  1701,  for¬ 
ward  the  original  and  one  copy  to  the 
collector  of  customs  of  the  district  in 
which  the  zone  is  located,  one  copy,  to 
w'hich  shall  be  attached  the  copy  of  the 
bill  of  lading,  if  any,  to  the  supervisor, 
and  retain  the  remaining  copy. 

§  199.156  Deposit  in  foreign-trade 
zone.  Upon  receipt  at  the  zone,  the  wine 
shall  be  inspected  by  a  customs  officer, 
who  will  determine  whether  it  agrees  in 
all  respects  with  the  description  thereof 
on  Form  1701.  The  officer  will  carefully 
examine  the  contents  of  any  containers 
which  are  found  broken  or  tampered  with 
and  will  report  on  both  copies  of  Form 
1701  any  shortage  and  the  apparent 
cause  thereof.  If  the  inspection  dis¬ 
closes  evidence  of  fraud,  as  distinguished 
from  losses  by  leakage,  minor  pilferage 
or  theft  in  transit,  the  collector  of  cus¬ 
toms  wall  detain  the  wines  and  report  the 
facts  immediately  to  the  supervisor  of 
the  district  in  which  the  zone  is  located, 
who  will  cause  immediate  investigation 
to  be  made  and  will  take  such  action  as 
the  facts  may  w-arrant.  Where  wanes 
are  so  detained,  they  shall  be  deemed  not 
to  have  been  deposited  in  the  zone,  and 
customs  officers  will  hold  in  abeyance  the 
processing  of  Forms  1701  and  Zone  Form 
D  pertaining  to  such  wines,  until  the 
detained  wines  v/ill  have  been  released  in 
accordance  with  the  provisions  of 
§  199.158.  Where  the  Inspection  dis¬ 
closes  no  shortage,  or  where  a  shortage 
is  disclosed  but  there  is  no  evidence  to 
indicate  fraud,  the  customs  officer  will 
execute  his  certificate  of  inspection  on 
Form  1701  and  forw'ard  both  copies 
thereof  to  the  collector  of  customs,  who 
wall  execute  his  certificate  of  deposit  on 
Form  1701,  retain  one  copy,  and  forward 
one  copy  to  the  district  supervisor  who 
approved  the  permit, 

§  199.157  Action  by  district  super-* 
visor.  No  provision  is  made  in  the  law 
for  remission  of  tax  on  wines  lost  in 
transit  to  foreign-trade  zones.  Where 
large  losses  In  transit  are  reported,  the 
district  supervisor  will  cause  immediate 
investigation  to  be  made.  If  the  in¬ 
vestigation  does  not  disclose  evidence  of 
fraud,  the  district  supervisor  will  notify 
the  exporter  in  writing  of  his  liability 
under  his  bond  for  the  tax  upon  such 
losses  of  wine  and  request  that  the  tax 
thereon  be  tendered  in  the  proper  form 
immediately.  In  the  case  of  fraud  the 
tax  on  the  wine  diverted  will  be  assessed, 
and  the  remainder  will  be  subject  to 
seizure  and  forfeiture  under  section  3116, 
I.  R.  C. 

(53  Stat.  347,  as  amended;  26  U.  S.  C.  3030) 

§  199.158  Release  of  detained  wines. 
When  wine  has  been  detained  at  a  for¬ 
eign-trade  zone  pending  the  district 
supervisor's  investigation  and  deter¬ 
mination  of  fraud  in  accordance  with 
§  199.156,  the  collector  of  customs  shall 
not  release  the  wine  for  deposit  until  he 
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Is  advised  so  to  do  by  the  district  super¬ 
visor. 

(53  Stat.  347,  as  amended;  26  U.  S.  C.  3030) 

Subpart  P  —  Removal  op  Fermented 

Liquor  for  Deposit  in  and  Subsequent 

Exportation  From  a  Foreign-Trade 

Zone 

Nct*:  Sections  199.176  to  199.183  Interpret 
or  apply  53  Stat.  367,  as  amended;  26  U.  S.  C. 
3153.  Other  statutory  provisions  Inter¬ 
preted  or  applied  are  cited  to  text  In 
parentheses. 

§  199.175  General.  Fermented  liquor 
may  be  removed,  without  payment  of 
tax,  from  the  place  of  manufacture  or 
storage  established  and  (H>erated  under 
the  provisions  of  Regulations  18  (26  CT’Tl 
Part  192),  for  transportation  to  and 
deposit  in  foreign-trade  zones  for  ex¬ 
portation  or  storage  therein  pending 
exportation.  In  accordance  with  the 
fourth  proviso  to  section  3  of  the  Act 
of  June  18, 1934,  as  amended.'  Such  re¬ 
movals  may  be  made  in  kegs,  barrels, 
bottles  or  cans.  The  removal,  transpor¬ 
tation  to  and  deposit  in  the  foreign-trade 
zone  and  the  accounting  for  any  losses  in 
transit  shall  be  in  accordance  with  this 
subpart  and  Subpart  J.  Except  as  other¬ 
wise  provided  in  this  subpart,  the  pack¬ 
aging,  bottling,  casing,  marking,  and 
reporting  of  fermented  liquor  prior  to 
removal  shall  be  in  accordance  with  the 
applicable  provisions  of  Regulations  18. 

§  199.176  Application  and  entry. 
Whenever  an  exporter  desires  to  remove 
fermented  liquor  for  transportation  to 
and  deixisit  in  a  foreign-trade  zone, 
application  will  be  filed  on  Form  1701  in 
accordance  with  the  requirements  of 
§  199.36  covering  the  withdrawal  of  alco¬ 
hol,  except  that  an  original  and  three 
copies  will  be  prepared  instead  of  an 
original  and  four. 

§  199.177  Transportation  bonds.  The 
exporter  shall  file  a  bond  with  the  dis¬ 
trict  supervisor  to  cover  the  transporta¬ 
tion  of  the  fermented  liquor  from  the 
place  of  manufacture  or  storage,  as  the 
case  may  be,  to  the  foreign-trade  zone. 
If  the  bond  is  given  only  for  a  specific 
lot  of  fermented  liquor  to  be  removed, 
the  bond  shall  be  executed  on  Form  1702, 
In  triplicate.  The  penal  sum  of  such 
bond  shall  be  not  less  than  the  tax  on 
the  quantity  to  be  removed,  but  shall 
not  exceed  $25,000  nor  be  less  than 
$1,000.  If  fermented  liquor  Is  to  be  re¬ 
moved  from  time  to  time  for  transfer 
to  a  foreign-trade  zone,  a  continuing 
bond  on  Form  1703  shall  be  executed  in 
triplicate;  Provided,  That  if  the  brewer 
has  on  file  a  bond  on  Form  263,  he  may 
file  a  consent  of  surety  on  Form  1533 
extending  the  terms  of  such  bond  to 
cover  the  tax  on  all  fermented  liquor 
removed  for  transportation  to  and  de¬ 
posit  in  a  zone.  The  penal  sum  of  the 
bond  on  Form  1703,  or  of  the  bond  on 
Form  263  on  which  consent  has  been 
filed,  shall  be  sufficient  to  cover  the  tax 
on  the  maximum  quantity  of  any  fer¬ 
mented  liquor  to  be  withdrawn  and  that 
may  remain  unaccounted  for  at  any 
time.  Provided,  That  the  penal  sum  of 
any  such  bond  shall  not  exceed  $25,000 
nor  be  less  than  $1,000.  Bonds  and  con- 


*  See  footnote  p.  5228. 


cents  of  surety  shall  be  executed  and 
approved  In  accordance  with  subpart  J 
and  the  Instructions  printed  on  the  form. 

§  199.178  Approval  of  application  and 
issuance  of  permit.  The  brewer  shall 
forward  to  the  district  supervisor  all 
copies  of  Form  1701.  If  the  bond.  Form 
1702  or  1703,  has  been  approved  and  is 
In  a  sufiQcient  penal  sum,  or  if  the  con¬ 
sent  of  surety,  Form  1533,  extending  the 
terms  of  the  bond  on  Form  263  has  been 
approved  and  such  bond  is  in  a  sufficient 
penal  siun,  the  district  supervisor  shall 
Issue  a  permit  on  Form  1701  for  removal 
and  transportation  of  the  fermented  liq¬ 
uor  to  the  zone,  and  shall  return  all 
copies  of  Form  1701  to  the  brewer. 

§  199.179  Marking  containers.  The 
containers  will  be  marked  in  accordance 
with  the  provisions  of  Regulations  18 
(26  CFR  Part  192)  for  containers  re¬ 
moved  for  exportation,  except  that  the 
words  “Fermented  Liquor  for  Export  via 

F.  T.  Z.  No. _ Lot  No. _ ”  will  be 

shown  in  lieu  of  “Fermented  Liquor  for 
Export,  Lot  No. _ 

§  199.180  Delivery  to  zone.  Fer¬ 
mented  liquor  may  be  delivered  directly 
to  a  zone  by  the  brewer  or  to  a  carrier 
for  transportation  to  a  zone.  Where  de¬ 
livery  is  made  to  a  carrier  for  transpor¬ 
tation  to  a  zone,  the  brewer  shall  pro¬ 
cure  a  copy  of  the  bill  of  lading,  if  any, 
covering  such  transportation.  When 
the  fermented  liquor  Is  removed,  the 
brewer  shall  execute  his  report  of  re¬ 
moval  on  Form  1701,  forward  the  orig¬ 
inal  and  one  copy  to  the  collector  of 
customs  of  the  district  in  which  the  zone 
Is  located,  one  copy,  to  which  shall  be 
attached  one  copy  of  the  bill  of  lading, 
if  any,  to  the  supervisor  of  the  district 
in  which  the  brewery  or  place  of  storage 
Is  located,  and  retain  the  remaining 
copy. 

8  199.181  Deposit  in  foreign-trade 
zone.  Upon  receipt  at  the  zone,  the  fer¬ 
mented  liquor  shall  be  inspected  by  a 
customs  officer  who  will  determine 
whether  the  fermented  liquor  agrees  In 
all  respects  with  the  description  thereof 
on  Form  1701.  The  officer  will  carefully 
examine  the  contents  of  any  containers 
which  are  broken  or  tampered  with  and 
will  report  on  both  copies  of  Form  1701 
any  shortage  and  the  apparent  cause 
thereof.  If  the  Inspection  discloses  the 
shipment  not  to  be  as  described  on  Form 
1701  and  there  is  evidence  indicative  of 
fraud,  as  distinguished  from  losses  by 
leakage,  minor  pilferage  or  theft  in 
transit,  the  collector  of  customs  will  de¬ 
tain  the  fermented  liquor  and  report  the 
facts  to  the  supervisor  of  the  district  in 
which  the  zone  is  located,  who  will  cause 
Immediate  investigation  to  be  made  and 
will  take  such  action  as  the  facts  may 
warrant.  Where  fermented  liquor  is  so 
detained,  it  shall  be  deemed  not  to  have 
been  deposited  in  the  zone,  and  customs 
officers  will  hold  in  abeyance  the  proc¬ 
essing  of  Forms  1701  and  Zone  Form  D 
pertaining  to  such  fermented  liquor  un¬ 
til  the  detained  liquor  will  have  been  re¬ 
leased  in  accordance  with  the  provisions 
of  §  199.183.  Where  the  inspection  dis¬ 
closes  no  shortage,  or  where  shortage  is 
disclosed  but  there  is  no  evidence  to  in¬ 
dicate  fraud,  the  customs  officer  will  exe¬ 


cute  his  certificate  of  inspection  on  Form 
1701  and  forward  both  copies  thereof  to 
the  collector  of  customs,  who  will  execute 
his  certificate  of  deposit  on  Form  1701, 
retain  one  copy,  and  forward  one  copy  to 
the  district  supervisor  w’ho  approved  the 
permit. 

§  199.182  Losses  in  transit.  Where 
large  losses  in  transit  are  reported,  the 
district  supervisor  will  cause  immediate 
Investigation  to  be  made.  If  it  is  found 
that  losses  in  transit  have  occurred  by 
casualty,  leakage,  or  spillage,  the  losses 
will  be  allowed  as  provided  in  §  1S9  310. 
Unless  immediate  detention  or  seizure 
of  the  fermented  liquor  is  deemed  neces¬ 
sary  in  the  event  the  investigation  dis¬ 
closes  evidence  indicating  that  the  lo.sses 
resulted  from  fraud,  the  district  super¬ 
visor  will  afford  the  exporter  oppor¬ 
tunity  to  submit  written  explanation 
with  respect  to  the  causes  of  such  lo"S3s 
before  the  matter  is  reported  to  the  Com¬ 
missioner. 

(53  stat.  365,  as  amended:  26  T7.  S.  C.  3150) 

§  199.183  Release  of  detained  fer¬ 
mented  liquor.  When  fermented  liquor 
has  been  detained  at  a  foreign-trade  zone 
pending  the  district  supervisor’s  inves¬ 
tigation  and  determination  of  fraud  in 
accordance  with  §  199.181,  the  collector 
of  customs  shall  not  release  the  liquor  for 
deposit  until  he  is  advised  so  to  do  by  the 
district  supervisor. 

Subpart  Cl — Withdrawal  of  Liquors  and 

Articles  With  Benefit  of  Drawback 

for  Deposit  in  and  Subsequent  Expor¬ 
tation  Frcm  a  Foreign-Trade  Zone 

ARTICLES  manufactured  IN  PART  FROM  TAX- 
PAID  domestic  alcohol 

8  199.200  General.  The  deposit  for 
exportation  in  a  foreign-trade  zone  of 
flavoring  extracts  and  medicinal  or  toilet 
preparations  (including  perfumery), 
manufactured  or  produced  In  the  United 
States  in  part  from  domestic  tax-paid 
alcohol,  shall  be  considered  an  exporta¬ 
tion  of  such  articles  for  the  purpose  of 
drawback  of  the  internal  revenue  tax  on 
the  alcohol  contained  in  such  articles. 

(46  stat.  691,  as  amended;  19  U.  S.  C.  1311) 

8  199.201  Regulations  made  appli¬ 
cable.  The  provisions  of  Regulations  28 
(26  CFR  Part  176)  relating  to  drawback 
on  the  alcohol  contained  in  such  articles, 
when  exported,  shall  apply  to  the  same 
extent  to  such  articles  when  deposited 
for  exportation  in  a  foreign-trade  zone. 
In  lieu  of  stating  the  port  of  destination 
and  the  date  of  clearance  of  such  articles 
on  customs  Form  4539,  as  specified  in 
Re.pulations  28,  the  collector  of  customs 
shall,  prior  to  transmittal  of  the  form 
to  the  Commissioner  of  Internal  Revenue, 
state  on  such  form  the  number  and  loca¬ 
tion  of  the  foreign-trade  zone. 

BOTTLED  OR  PACKAGED  DISTILLED  SPIRITS 
AND  WINES 

Note:  Sections  199.202  to  199.207  Interpret 
or  apply  46  Stat.  690,  as  amended,  53  Stat. 
877,  as  amended:  19  U.  S.  C.  1309,  26  U.  8.  C. 
3179.  Other  statutory  provisions  interpreted 
or  applied  are  cited  to  text  in  parentheses. 

8  199.202  General.  Tax-paid  dis¬ 
tilled  spirits  and  wines,  bottled  or  pack¬ 
aged  especially  for  export  with  benefit 
of  drawback,  may  be  removed  from  ex- 
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port  storage  rooms  established  under  the 
provisions  of  Regulations  10,  11,  or  15 
<26  CFR  Parts  185,  189,  190),  and  de¬ 
posited  with  benefit  of  drawback  of  the 
internal  revenue  tax  paid  thereon,  in 
foreign-trade  zones  for  exportation  or 
storage  therein  pending  exportation,  in 
accordance  with  the  fourth  proviso  to 
section  3  of  the  Act  of  June  18,  1934,  as 
amended.*  Such  removals  may  be  made 
in  packages  (casks,  barrels,  drums  or 
other  approved  containers)  containing 
5  gallons  or  more,  or  in  bottles  contain¬ 
ing  less  than  5  gallons.  The  removal 
and  the  dei>osit  in  the  foreign-trade 
zone  shall  be  in  accordance  w'ith  this 
subpart.  Except  as  otherwise  provided 
In  this  subpart,  the  provisions  of  Regula¬ 
tions  28  (26  CFR  Part  176),  relating  to 
the  drawback  on  distilled  spirits  and 
wines  bottled  or  packaged  especially  for 
export,  shall  apply,  to  the  extent  appli¬ 
cable,  to  the  rectification,  if  any,  bottling 
and  packaging,  casing  of  bottles,  mark¬ 
ing  of  cases  and  packages,  the  transfer 
and  storage  pending  transfer  of  such 
liquors  to  a  zone,  and  transfer  to  a  zone : 
Provided.  That  no  bond  will  be  required 
respecting  such  removals. 

§  199.203  Claim  and  entry.  When¬ 
ever  an  exporter  desires  to  remove  dis¬ 
tilled  spirits  or  wines,  bottled  or  pack¬ 
aged  especially  for  export  with  benefit 
of  draw'back,  for  transportation  to  and 
deposit  in  a  foreign-trade  zone  for  ex¬ 
portation,  he  shall  file  with  the  district 
supervisor  an  application,  in  quadrupli¬ 
cate,  on  Form  1582  for  distilled  spirits, 
or  on  Form  1582-A  for  wines,  to  remove 
such  spirits  or  w  ines  and  to  obtain  draw¬ 
back  thereon.  All  of  the  information 
called  for  by  the  headings  of  the  various 
columns  and  lines  on  the  forms  and  the 
instructions  printed  thereon,  or  issued  in 
respect  thereto,  and  as  required  by  this 
subpart  shall  be  furnished:  Provided, 
That  the  exporter  shall  modify  the  claim 
and  entry  on  Form  1582  or  Form  1582-A 
to  the  extent  necessary  to  indicate  that 
the  distilled  spirits  or  wines  are  to  be  de¬ 
posited  in  a  foreign-trade  zone  for  ex¬ 
portation  or  storage  therein  pending 
exportation.  The  number  and  location 
of  the  foreign-trade  zone  shall  be  stated 
in  lieu  of  the  foreign  port.  Form  1582 
and  Form  1582-A  must  be  verified  under 
oath  by  the  exporter  or  his  authorized 
agent:  Provided,  That  if  the  forms  offi¬ 
cially  prescribed  for  such  use  contain 
therein  a  provision  for  verification  by  a 
written  declaration  that  such  claims  are 
made  under  penalties  of  perjury,  such 
claims  shall  be  verified  by  the  execution 
of  such  declaration,  and  such  declaration 
so  executed  shall  be  in  lieu  of  the  oath 
required  herein  for  verification.  Where 
Form  1582  or  Form  1582-A  is  signed  by 
an  agent,  proper  power  of  attorney  on 
Form  1534  authorizing  the  agent  to  exe¬ 
cute  the  form  for  the  exporter  must  be 
filed  In  triplicate  wdth  the  district 
supervisor. 

(63  Stat.  667;  26  U.  S.  C.  3809) 

§  199.204  Marking  of  containers. 
Each  case  or  package  shall  be  marked 
in  accordance  with  the  provisions  of 
Regulations  28  (26  CFR  Part  176)  for 
containers  withdraw  n  for  export,  except 


that  the  words  "via  F.  T.  Z.  No _ ”  will 

be  shown  in  addition  to  and  immediately 
following  the  words  “For  Export  from 
U.  S.  A." 

§  199.205  Approval  of  application  and 
release  of  liquors.  The  exporter  shall 
forward  all  copies  of  Form  1582  or  Form 
1582-A  to  the  supervisor  of  the  district 
in  which  the  export  storage  room  (in 
which  the  distilled  spirits  or  wines  are 
stored)  is  located.  If  the  district  super¬ 
visor  finds  that  the  claim  and  entry  are 
properly  executed  and  that  the  spirits 
or  wines  described  in  the  entry  have, 
according  to  the  records  of  his  office, 
been  bottled  or  packaged  especially  for 
export  with  benefit  of  draw’back,  he  shall 
execute  his  order  on  Form  1582  or  Form 
1582-A,  as  the  case  may  be,  to  the  store¬ 
keeper-gauger  to  release  the  liquors  for 
shipment  and  return  all  copies  of  the 
form  to  such  storekeeper-gauger.  After 
the  containers  have  been  marked  by  the 
exporter,  the  storekeeper-gauger  will 
inspect  the  containers  and  release  the 
spirits  for  delivery  to  the  zone.  After 
the  spirits  have  been  released,  the  store¬ 
keeper-gauger  shall  execute  his  report 
on  Form  1582  or  Form  1582-A,  as  the 
case  may  be,  and  will  forward  one  copy  of 
the  form  to  the  district  supervisor  and 
deliver  the  original  and  two  copies  to  the 
exporter,  who  will  transmit  such  copies 
to  the  collector  of  customs  at  the  foreign- 
trade  zone. 

§  199.206  Deposit  in  zone.  Upon  re¬ 
ceipt  at  the  zone,  the  customs  officer  shall 
follow'  the  procedure  prescribed  in  Regu¬ 
lations  28  (26  CFR  Part  176)  governing 
the  inspection  and  gauge,  and  the  deten¬ 
tion  in  the  case  of  evidence  of  fraud,  of 
the  spirits  and  wines.  Where  the  dis¬ 
tilled  spirits  or  w'ines  are  detained,  they 
shall  be  deemed  not  to  have  been  de¬ 
posited  in  the  zone,  and  customs  officers 
W'ill  hold  in  abeyance  the  processing  of 
Forms  1701  and  Zone  Form  D  pertaining 
to  such  liquors,  until  the  district  super¬ 
visor  has  advised  the  collector  of  customs 
that  the  liquors  may  be  released  and  de¬ 
posited  in  the  zone.  The  customs  officer 
shall  modify  his  certificate  on  Form  1582 
or  Form  1582-A  to  indicate  that  it  is  a 
certificate  of  inspection  and  receipt  and 
to  show  that  the  liquors  were  received 
under  his  supervision  in  the  zone  named 
by  the  exporter.  Upon  execution  of  his 
certificate,  the  customs  officer  will  for¬ 
ward  all  copies  of  Form  1582  or  Form 
1582-A  with  attachments,  if  any,  to  the 
collector  of  customs.  The  collector  of 
customs  will  execute  his  certificate  on 
Form  1582  or  Form  1582-A,  which  shall 
be  properly  modified  to  show  deposit  of 
the  liquors  in  the  zone  specified  in  the 
entry,  forward  the  original  and  one  copy, 
together  with  attachments,  if  any,  to  the 
district  supervisor  who  authorized  the 
shipment,  and  retain  the  remaining  copy. 

§  199.207  Action  on  claim.  The  dis¬ 
trict  supervisor  and  the  Commissioner  of 
Internal  Revenue  will  complete  and  dis¬ 
pose  of  the  claim  in  the  manner  pre¬ 
scribed  by  Regulations  28  (26  CFR  Part 
176).  If  the  claim  is  disallowed,  the 
Commissioner  will  so  notify  the  claimant 
and  state  the  reasons  therefor. 

DISTILLERS’  ORIGINAL  PACKAGES 

Note:  Sections  199.208  to  199.211  Interpret 
or  apply  53  Stat.  338,  as  amended;  26  U.  S.  C. 


2887.  Other  statutory  provisions  Interpreted 
or  applied  are  cited  to  text  In  parentheses. 

§  199.208  General.  Tax  -  paid  dis¬ 
tilled  spirits  in  distillers’  original  pack¬ 
ages  to  which  tax-paid  stamps  are  af¬ 
fixed,  containing  not  less  than  20  wine 
gallons  each,  may  be  deposited,  with  the 
privilege  of  drawback  of  the  internal 
revenue  tax,  in  a  foreign-trade  zone  for 
exportation  or  storage  therein  pending 
exportation,  in  accordance  with  the 
fourth  proviso  to  section  3  of  the  Act  of 
June  13,  1934,  as  amended.*  Except  as 
otherwise  provided  in  this  subpart,  the 
provisions  of  Regulations  28  (26  CFR 
Part  178)  relating  to  drawback  on  dis¬ 
tilled  spirits  contained  in  distillers’  orig¬ 
inal  packages,  upon  exportation  there¬ 
of.  shall  apply,  to  the  extent  applicable, 
to  such  distilled  spirits  when  deposited 
for  exportation  in  a  foreign-trade  zone: 
Provided,  That  bond.  Form  1628,  will  not 
be  required  respecting  such  deposits. 

§  199.209  Application  and  entry. 
Whenever  an  exporter  desires  to  deposit 
distilled  spirits  in  distillers’  original 
packages  in  a  foreign-trade  zone  for  ex¬ 
portation  or  for  storage  therein  pending 
exportation,  with  privilege  of  draw’back, 
he  shall  execute  his  application  on  Form 
1629,  in  triplicate,  and  deliver  it  to  the 
collector  of  customs.  All  of  the  infor¬ 
mation  called  for  by  the  headings  of  the 
various  columns  and  lines  on  the  form 
and  the  instructions  printed  thereon,  or 
issued  in  respect  thereto,  and  as  required 
by  this  subpart,  shall  be  furnished:  Pro¬ 
vided.  That  the  application  shall  be 
modified  to  the  extent  necessary  to  in¬ 
dicate  that  the  spirits  are  to  be  deposited 
in  a  foreign-trade  zone  for  exportation 
or  storage  therein  pending  exportation 
The  number  and  location  of  the  foreign- 
trade  zone  shall  be  shown  in  lieu  of  the 
foreign  port.  Upon  certification  by  the 
customs  officer  that  the  spirits  have  been 
received  in  the  zone,  the  collector  of  cus¬ 
toms  shall  return  Form  1629  to  the  ex¬ 
porter  for  execution  of  his  entry  for  in¬ 
ternal  revenue  drawback  on  spirits  in 
distillers’  original  packages,  which  entry 
Lhall  be  modified  to  the  extent  necessary 
to  show  that  the  spirits  have  been  de¬ 
posited  in  the  foreign-trade  zone  named 
in  the  application.  The  exporter  shall 
return  all  copies  of  Form  1629  to  the 
collector  of  customs.  The  entry  on 
Form  1629  must  be  verified  under  oath 
by  the  exporter  or  his  authorized  agent: 
Provided,  That  if  the  forms  officially 
prescribed  for  such  use  contain  therein 
a  provision  for  verification  by  a  written 
declaration  that  such  entry  is  made 
under  penalties  of  perjury*  such  entry 
shall  be  verified  by  the  execution  of  such 
declaration,  and  such  declaration  so  ex¬ 
ecuted  shall  be  in  lieu  of  the  oath  re¬ 
quired  herein  for  verification.  Where 
Form  1629  is  signed  by  an  agent,  proper 
power  of  attorney  on  Form  1534  author¬ 
izing  the  agent  to  execute  the  form  for 
the  exporter  must  be  filed  in  triplicate 
with  the  Commissioner  of  Internal  Rev¬ 
enue. 

(63  stat.  667;  28  U.  S.  C.  3809) 

§  199.210  Deposit  in  zone.  Upon  re¬ 
ceipt  at  the  zone,  the  spirits  will  be  in¬ 
spected,  gauged,  and  marked  by  a  cus¬ 
toms  officer  in  accordance  w’ith  the  pro- 


•  See  footnote  on  p.  5228 
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visions  of  Regulations  28  <26  CFR  Part 
176),  except  that  the  words  “via  P.  T.  Z. 

No. _ ”  will  be  shown  in  addition  to 

and  immediately  following  the  words 
“For  Export  from  U.  S.  A.”  on  the  pack¬ 
ages  of  such  spirits.  The  officer  per¬ 
forming  the  Inspection  and  gauge  shall 
modify  his  certificate  on  Form  1629  to 
the  extent  necessary  to  show  that  the 
spirits  have  been  received  in  the  foreign- 
trade  zone  named  in  the  application. 
Upon  execution  of  his  certificate,  the 
customs  officer  shall  deliver  all  copies  of 
Form  1629  to  the  collector  of  customs. 
The  order  and  certificate  of  inspection 
and  shipment  on  Form  1629  need  not 
be  executed  by  customs  officers.  After 
the  exporter’s  execution  of  the  entry  for 
internal  revenue  drawback  on  spirits  in 
distillers’  original  packages,  as  provided 
in  §  199.209,  the  collector  of  customs 
shall  execute  his  certificate  on  all  copies 
of  Form  1629,  which  shall  be  modified 
to  the  extent  necessary  to  show  that  the 
spirits  have  been  deposited  in  the 
foreign-trade  zone  specified  in  the  ap¬ 
plication.  Form  1629  shall  be  disposed 
of  in  accordance  with  the  provisions  of 
Ecgulatlons  28  and  the  instructions 
printed  on  the  form. 

§199.211  Action  on  claim.  The  Com¬ 
missioner  of  Internal  Revenue  will,  upon 
receipt  of  the  claim  and  entry.  Form 
1629,  complete  and  dispose  of  the  claim 
in  accordance  with  the  provisions  of 
Regulations  28  (26  CFR  Part  176).  If 
the  claim  is  disallow'ed,  the  Commis¬ 
sioner  will  so  notify  the  claimant  and 
state  the  reasons  therefor. 

Eubpart  H — Voluntary  Dfstruction  or 

Untax-Paid  Distilled  Spirits,  Wines 

OR  Fermented  Malt  Liquors  After 

Receipt  in  a  Foreign-Trade  Zone 

5  199.225  General.  Domestic  dis¬ 
tilled  spirits  (including  alcohol),  wines, 
and  fermented  malt  liquors  may  not  be 
taken  into  a  foreign-trade  zone  for  de¬ 
struction.  However,  untax-paid  liquors, 
which  have  become  spoiled  or  unfit  for 
beverage  purposes  subsequent  to  with¬ 
drawal  for  transportation  to  and  deposit 
in  a  foreign-trade  zone  for  exportation 
or  for  storage  pending  exportation,  may 
be  destroyed  under  the  supervision  of  the 
collector  of  customs,  where  it  is  shown 
to  the  satisfaction  of  the  Commissioner 
that  the  liquors  became  spoiled  or  unfit 
due  to  natural  causes  and  in  the  absence 
of  any  intent,  act,  fault,  or  negligence 
upon  the  part  cf  the  exporter,  carrier, 
zone  operator,  or  any  of  their  agents  or 
employees. 

5  199.226  Application.  Application, 
addressed  to  the  Commissioner  and  filed 
a.s  hereinafter  provided,  for  authority  to 
destroy  domestic  distilled  spirits  (in¬ 
cluding  alcohol),  wines,  or  fermented 
malt  liquors  on  storage  in  a  foreign-trade 
zone  shall  be  made  by  the  exporter  on 
letter-size  paper,  in  triplicate,  showing 
the  name,  address  and  capacity  of  the 
claimant  and  setting  forth,  under  oath 
the  following  information: 

(a)  The  kind  and  quantity  of  the 
liquor,  the  serial  numbers,  if  any,  of  the 
containers  thereof,  and  identification  of 
the  trade  zone  in  which  the  liquor  is 
stored ; 


(b)  The  name  and  address  of  the  pro¬ 
ducer  of  the  liquor,  and  the  name,  regis¬ 
try  number,  if  any,  and  location  of  the 
plant,  warehouse  or  other  establishment 
from  which  such  liquors  was  withdrawn 
for  transportation  to  and  deposit  in  the 
foreign-trade  zone: 

(c)  The  date  of  spoilage  or  unfitness 
of  the  liquor.  If  knowm,  and  the  cause 
and  nature  thereof,  together  with  all  of 
the  known  facts  relating  thereto; 

(d)  Whether  the  alleged  spoilage  or 
unfitness  of  the  liquor  occurred  without 
Intent,  act,  fault,  or  negligence  on  the 
part  of  the  exporter,  carrier,  zone  opera¬ 
tor  or  their  agents  or  employees  and 
whether  claim  has  been  made  or  is  con¬ 
templated  against  such  persons  on  ac¬ 
count  of  such  spoilage  or  unfitness; 

(e)  Whether  the  spoiled  or  unfit  liq¬ 
uor  is  covered  by  valid  insurance  in 
excess  of  the  market  value  thereof,  ex¬ 
clusive  of  tax.  If  the  liquor  is  Insured, 
the  application  will  show  its  market 
value,  the  amount  and  date  of  each  and 
every  policy  of  insurance,  the  name  and 
location  of  the  company  by  which  each 
and  every  policy  was  issued,  the  name 
and  address  of  the  bona  fide  owner  of  the 
liquor  and,  to  the  best  of  the  affiant’s 
knowledge,  whether  any  other  person  or 
party  is  indemnified  against  the  loss  of 
the  liquor  by  reason  of  its  spoilage  or 
destruefon.  The  district  supervisor  or 
the  Commissioner  may  require  any  fur¬ 
ther  evidence  as  is  deemed  necessary. 
The  operator  of  the  foreign-trade  zone 
shall  countersign  the  application  or 
otherwise  indicate  thereon  his  knowl¬ 
edge  of  and  concurrence  iji  the  applica¬ 
tion  to  destroy  the  liquor.  The  exporter 
shall  file  the  application  with  the  col¬ 
lector  of  customs  in  whose  district  the 
foreign-trade  zone  is  located;  at  the 
same  time  the  exporter  shall  likewise  file 
Zone  Form  E  in  accordance  with  Cus¬ 
toms  Regulations  (19  CFR  Part  30). 

S  199.227  Procurement  of  samples. 
Upon  receipt  of  the  application,  the  col¬ 
lector  of  customs  will  determine  the 
correctness  thereof  and  procure  a  repre¬ 
sentative  sample,  or  samples,  of  the  liq¬ 
uor  for  analysis  to  determine  whether  it 
Is  spoiled  or  unfit  for  beverage  purposes. 
Each  sample  will  consist  of  not  less  than 
one  pint,  or  of  not  less  than  one  quart 
In  the  case  of  barrels  and  tanks.  'The 
samples  will  be  labeled  in  such  a  manner 
as  w’ill  readily  Identify  the  liquor  and 
will  be  forwarded  at  the  applicant’s  ex¬ 
pense  to  the  district  supervisor  for  the 
district  in  which  the  foreign-trade  zone 
Is  located.  The  collector  of  customs  will 
endorse  upon  the  application,  or  append 
thereto,  a  statement  that  he  has  pro¬ 
cured  and  forwarded  representative 
samples  of  the  liquor  described  in  the 
application  to  the  district  supervisor, 
and  shall  report  any  facts  relating  to  the 
condition  of  the  liquor,  or  the  cause 
thereof,  of  w'hich  he  may  have  knowl¬ 
edge.  The  original  and  one  copy  of  the 
application  will  be  forwarded  to  the  dis¬ 
trict  supervisor  for  the  district  in  which 
the  foreign-trade  zone  is  located  and  the 
collector  shall  retain  the  remaining  copy 
for  his  files.  The  collector  wall  retain 
all  copies  of  Zone  Form  E  pending  noti¬ 
fication  by  the  Commissioner  as  to  his 
decision  with  respect  to  the  alleged 
spoiled  or  unfit  liquor. 


§  199.228  Analysis  of  samples.  Tlie 
district  chemist  w’ill  analyze  the  samples 
of  the  liquor  and  furnish  a  report  of  such 
analysis  to  the  district  supervisor.  The 
analysis  will  be  for  the  purpose  of  de¬ 
termining  whether  the  product  is  spoiled 
or  otherwise  unfit  for  beverage  purposes, 
and  tlie  cause  therefor  if  spoilage  or  un¬ 
fitness  is  determined. 

§  199.229  Action  by  district  super¬ 
visor.  The  district  supervisor  will  care¬ 
fully  examine  the  application  to  see  that 
all  of  the  required  information  has  besn 
furnished  and  will  cause  such  investi¬ 
gation  to  be  made  or  require  such  addi¬ 
tional  evidence  to  be  submitted  as  he 
may  deem  necessary.  Upon  the  comple¬ 
tion  of  his  examination  and  investiga¬ 
tion,  if  any,  the  district  supervisor  will 
forward  the  original  copy  of  the  applica¬ 
tion  and  accompanying  papers,  together 
with  any  pertinent  reports  and  docu¬ 
mentary  evidence,  to  the  Commissioner 
with  his  recommendation  in  respect  to 
the  merits  of  the  application.  The  dis¬ 
trict  supervLsor  will  retain  a  copy  of  the 
application  for  his  files. 

§  199  230  Action  by  Commissioner. 
If  the  Commissioner  finds  that  the 
domestic  distilled  spirits  (including  al¬ 
cohol),  wines,  or  fermented  malt  liquors 
were  withdrawn  for  transportation  to 
and  deposit  in  a  foreign- trade  zone  in 
good  faith  for  the  purpose  of  exportation 
or  storage  pending  exportation,  and  that 
such  liquors  subsequently  spoiled  or  be¬ 
came  unfit  for  beverage  use  through  no 
act,  intent,  fault,  or  negligence  on  the 
part  of  the  exporter,  carrier,  or  zone  op¬ 
erator,  or  the  agents  or  employees  of  any 
of  them,  he  may  approve  the  applica¬ 
tion  and  authorize  the  destruction  of  the 
liquor  described  therein  under  the  super¬ 
vision  of  the  collector  of  customs.  Upon 
his  approval  or  disapproval  of  the  appli¬ 
cation,  the  Commissioner  wall  advise  the 
collector  of  customs  of  his  action.  The 
Commissioner  will  furnish  a  copy  of  his 
letter  to  the  district  supervisor  for  the 
completion  of  his  files. 

§  199.231  Action  by  collector  of  cus¬ 
toms.  Upon  receipt  of  the  Commis¬ 
sioner’s  authorization  for  destruction, 
of  the  liquor,  or  his  disapproval  of  the 
application  for  destruction,  the  collector 
of  customs  will  act  upon  the  exporter’s 
application  on  Zone  Form  E  and  dispose 
of  it  in  accordance  with  the  applicable 
provisions  of  Customs  Regulations  (19 
CFR  Part  30) .  Where  the  Commissioner 
has  authorized  the  destruction  of  the  liq¬ 
uor.  such  destruction  shall  be  accom¬ 
plished  under  the  immediate  supervision 
of  an  officer  assigned  for  the  purpose  at 
the  collector’s  convenience. 

Subpart  I — Removal  of  Stills  or  Dis¬ 
tilling  Apparatus  for  Deposit  in  a 

Foreign-Trade  Zone  for  Exportation, 

Destruction,  or  Storage  Pending  Ex¬ 
portation 

removals  free  of  tax 

5  199.250  General.  Stills  and  worms 
or  condensers,  to  be  used  for  purposes 
other  than  distilling  as  defined  by 
8  199.251,  may  be  withdrawn  from  the 
premises  of  the  manufacturer  or  vender, 
free  of  tax,  for  deposit  in  a  foreign-trade 
zone  for  exportation,  destruction,  or 
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storage  therein  pending  exportation,  in 
accordance  with  the  fourth  proviso  to 
section  3  of  the  Act  of  June  18.  1934,  as 
amended.^ 

5  199.251  Distilling’*  defined.  The 
term  “distilling”  used  in  §  199.250  shall 
mean  the  distillation  of  spirits  or  alco¬ 
hol  as  defined  by  sections  2809  ’  and  3124,* 
I,  R.  C.  Such  distillation  shall  Include; 
(a)  The  original  manufacture  of  dis¬ 
tilled  spirits  from  mash,  wort,  or  wash, 
or  any  material  suitable  for  the  produc¬ 
tion  of  spirits;  (b)  the  redistillation  of 
spirits  in  the  course  of  original  manu¬ 
facture;  (c)  the  redistillation  of  spirits, 
or  products  containing  spirits  w'ithin  the 
provisions  of  section  3254  (g),  I.  R.  C.;* 
(d)  the  distillation,  redistillation,  or  re¬ 
covery  of  ethyl  alcohol  or  of  completely 
or  specially  denatured  alcohol,  or  of 
articles  containing  ethyl  alcohol  or  com¬ 
pletely  or  specially  denatured  alcohol; 
and  (e)  the  redistillation  or  recovery  of 
tax-free  alcohol. 

§  199.252.  Application  and  entry . 
When  it  is  desired  to  remove  stills,  worms 
or  condensers,  free  of  tax,  for  deposit  in 
a  foreign-trade  zone,  for  exportation,  de¬ 
struction,  or  storage  therein  pending 
exportation,  the  exporter  will  file  with 
the  collector  of  internal  revenue  an 
application  and  entry  on  Form  1690,  in 
quadruplicate,  properly  modified  to  show 
deposit  in  a  foreign-trade  zone  pending 
exportation.  Each  application.  Form 
1690,  must  be  numbered  serially  com¬ 
mencing  with  number  “1”  for  the  first 
day  of  January  of  each  year  and  running 
consecutively  thereafter  to  December  31, 
inclusive.  A  statement  by  the  person 
who  intends  to  use  the  distilling  appara¬ 
tus  must  be  filed  by  the  exporter  in  sup¬ 
port  of  the  application  when  the  still  is 
to  be  exported  or  stored  pending  exporta¬ 
tion.  The  statement  must  show  the 
purchaser's  name  and  address,  the  pur¬ 
pose  for  which  the  distilling  apparatus 
will  be  used,  the  manufacturer’s  name 


>  See  footnote  on  p.  5228. 

*  Distilled  spirits,  spirits,  alcohol,  and 

alcoholic  spirits,  within  the  true  intent  and 
meaning  of  this  chapter,  is  that  substance 
known  as  ethyl  alcohol,  hydrated  oxide  of 
ethyl,  or  spirit  of  wine,  which  is  commonly 
produced  by  the  fermentation  of  grain, 
starch,  molasses,  or  sugar,  including  all 
dilutions  and  mixtures  of  this  substance. 
•  •  •.  (53  Stat.  307;  26  U.  S.  C.  2809.) 

•  The  term  “alcohol”  means  that  substance 
known  as  ethyl  alcohol,  hydrated  oxide  of 
ethyl,  or  spirit  of  wine,  from  whatever  source 
or  whatever  processes  produced.  •  •  *.  (53 
Stat  364;  26  U.  S.  C.  3124.) 

‘  Every  person  who  rectifies,  purifies,  or 
refines  distilled  spirits  or  wines  by  any  proc¬ 
ess  other  than  by  original  and  continuous 
distillation  from  mash,  wort,  or  wash, 
through  continuous  closed  vessels  and  pipes, 
until  the  manufacture  thereof  is  complete, 
and  every  wholesale  or  retail  liquor  dealer 
who  has  in  his  possession  any  still  or  leach 
tub,  or  who  keeps  any  other  apparatus  for 
the  purpose  of  refining  in  any  manner  dis¬ 
tilled  spirits,  and  every  person  who,  without 
rectifying,  purifying,  or  refining  distilled 
spirits,  shall,  by  mixing  such  spirits,  w'ine,  or 
other  liquor  with  any  material,  manufacture 
any  spurious,  imitation,  or  compound  liquors 
for  sale,  under  the  name  of  whisky,  brandy, 
gin,  rum,  wine,  spirits,  cordials,  or  wine  bit¬ 
ters,  or  any  other  name,  shall  be  regarded  as 
a  rectifier,  and  as  being  engaged  in  the  busi¬ 
ness  of  rectifj’lng:  •  •  *.  (53  Stat.  391; 

26  U.  S.  C.  3254.) 


and  address  and  serial  number  of  the  ap¬ 
paratus.  The  serial  number  and  the 
manufacturer’s  name  and  address  may 
be  entered  on  the  statement  by  the  ex¬ 
porter.  If  all  required  information  has 
been  furnished  by  the  exporter  and  the 
collector  of  internal  revenue  finds  the 
purpose  for  which  the  distilling  appara¬ 
tus  will  be  used  is  other  than  distilling 
spirits  or  alcohol,  as  defined  in  §  199.251, 
or  if  the  still  is  to  be  deposited  in  the  zone 
for  destruction,  the  collector  will  ap¬ 
prove  each  copy  of  the  application  and 
entry,  retain  the  original  and  return  the 
remaining  three  copies  to  the  exporter. 
The  purchaser’s  statement  will  be  re¬ 
tained  by  the  collector.  Upon  receipt 
of  the  approved  copies  of  the  application 
and  entry,  the  exporter  may  remove  the 
distilling  apparatus  described  therein  for 
deposit  in  the  zone.  If  evidence  of  de¬ 
posit  of  the  distilling  apparatus  in  a 
zone  is  not  received  by  the  collector  of 
internal  revenue  in  due  course,  an  appro¬ 
priate  inquiry  will  be  made. 

§  199.253  Marking  of  stills,  worms  or 
condensers.  Stills,  worms  or  condensers 
Intended  for  deposit  in  a  foreign-trade 
zone  pending  exportation  shall  have 
branded  or  stamped  thereon,  in  a  con¬ 
spicuous  place,  the  words  “For  Export,” 
followed  by  the  serial  number  of  the 
article  and  the  manufacturer’s  name. 
Where  such  articles  are  manufactured 
from  metal  plates,  the  words  “For  Ex¬ 
port,”  with  the  serial  number  of  the 
article  and  the  manufacturer’s  name 
directly  thereunder,  will  be  stamped  (in 
letters  and  figures  which  must,  in  no 
case,  be  less-  than  one-half  inch  in 
height)  thereon  w'ith  a  suitable  die.  or 
otherwise  permanently  affixed  to  each 
article.  Where  the  article  is  constructed 
of  wood, 'the  words  “For  Export,”  the 
serial  ’  number  of  the  article  and  the 
manufacturer’s  name  will  be  branded 
thereon.  If  the  article  is  to  be  exported 
in  a  shipping  container,  the  foregoing 
marks  must  also  be  showm  on  such  con¬ 
tainer  in  a  manner  which  will  enable 
ready  identification  by  customs  officers. 

§  199.254  Delivery  to  and  deposit  in 
zone.  The  exporter,  upon  receipt  of  the 
approved  copies  of  the  application  and 
entry,  will  execute  his  request  for  cus¬ 
toms  inspection  on  such  form.  The  ex¬ 
porter  will  then  deliver  the  still,  worm 
or  condenser  either  to  the  carrier  or  di¬ 
rectly  for  customs  inspection.  Two 
copies  of  the  Form  1690  will  be  trans¬ 
mitted  to  the  collector  of  customs. 
Upon  receipt  at  the  zone,  the  distilling 
apparatus  will  be  inspected  by  a  customs 
officer,  and  he  will,  if  he  finds  it  to  be 
otherwise  than  described,  make  a  special 
report  on  the  Form  1690,  In  the  event 
the  distilling  apparatus  is  to  be  destroyed 
after  its  deposit  in  the  zone,  the  exporter 
must  file  application  for  such  destruction 
on  Zone  Form  E  with  the  collector  of 
customs  in  accordance  with  the  provi¬ 
sions  of  Customs  Regulations  (19  CFR 
Part  30) .  After  the  distilling  apparatus 
has  been  inspected,  and  destroyed  if  de¬ 
posited  in  the  zone  for  that  purpose,  the 
customs  officer  will  modify  and  sign  his 
certificate  on  Form  1690  indicating  re¬ 
ceipt,  and,  where  applicable,  the  de¬ 
struction  under  his  supervision,  of  the 
apparatus. 


5  199.255  Disposition  of  Form  1690, 
After  executing  his  certificate,  the  cus¬ 
toms  officer  will  forward  the  forms  to 
the  collector  of  customs  who  will  modify 
and  sign  his  certificate,  showing  deposit, 
and  where  applicable  the  destruction,  of 
the  distilling  apparatus  in  the  foreign- 
trade  zone,  on  each  copy  of  the  entry. 
Form  1690.  The  collector  of  customs 
will  retain  one  copy  for  his  entry  record 
and  transmit  the  remaining  copy  of  the 
Form  1690  to  the  collector  of  internal 
revenue  who  approved  the  form. 

REMOVALS  WTTH  BENEFIT  OF  DRAWBACK 

§  199.256  General.  Stills  manufac¬ 
tured  especially  for  export,  upon  which 
the  excise  (commodity)  tax  has  been 
paid,  may  be  removed  with  benefit  of 
drawback  from  the  premises  of  the 
manufacturer  for  deposit  in  a  foreign- 
trade  zone  for  exportation,  destruction, 
or  storage  therein  pending  exportation, 
in  accordance  with  the  fourth  provi.so 
to  section  3  of  the  Act  of  June  18,  1934, 
as  amended.*  Under  the  law,  the  allow¬ 
ance  of  drawback  is  restricted  to  the  tax 
paid  on  stills  manufactured  for  export. 
No  drawback  can  be  allowed  on  worms 
or  condensers. 

(53  stat.  388,  as  amended;  26  U.  S.  C.  3250) 

§  199.257  Regulations  made  applica¬ 
ble.  The  provisions  of  Regulations  23 
(26  CFR  Part  181)  relating  to  exporta¬ 
tion  of  stills  with  benefit  of  drawback 
shall  apply,  to  the  extent  applicable,  to 
the  removal  of  such  stills  for  deposit, 
with  benefit  of  draw’back,  in  foreign- 
trade  zones  for  exportation,  destruction, 
or  storage  therein  pending  exportation. 
Form  1610  prescribed  by  Regulations  23 
shall  be  modified  to  the  extent  neces¬ 
sary  to  indicate  that  the  stills  are  to  be 
removed  for  deposit  in  a  foreign-trade 
zone  and  that  they  have  been  so  de¬ 
posited.  In  the  event  the  distilling  ap¬ 
paratus  is  to  be  destroyed  after  its  de¬ 
posit  in  the  zone,  the  exporter  must  file 
application  for  such  destruction  on  Zone 
Form  E  wdth  the  collector  of  customs  in 
accordance  with  the  provisions  of  Cus¬ 
toms  Regulations  (19  CFR  Part  30). 
After  the  distilling  apparatus  has  been 
Inspected,  and  destroyed  if  deposited  in 
the  zone  for  that  purpose,  the  customs 
officer  will  modify  and  sign  his  certifi¬ 
cate  on  Form  1610  indicating  receipt, 
and  where  applicable  the  destruction 
under  his  supervision,  of  the  apparatus. 
In  lieu  of  showing  the  port  of  exporta¬ 
tion  and  the  date  of  clearance  there 
shall  be  show-n  the  number  and  location 
of  the  foreign-trade  zone  and  the  date 
of  deposit,  and  where  applicable  the 
destruction,  of  the  still. 

Subpart  J — Bond  and  Consents 
OF  Surety 

5  199.300  General.  Every  person  re¬ 
quired  by  Subparts  C  through  I  of  this 
part  to  file  a  bond  or  consent  of  surety 
shall  prepare  and  execute  It  on  the  pre¬ 
scribed  form,  in  triplicate.  Bonds  shall 
be  given  with  surety  or  collateral  se¬ 
curity.  Surety  may  be  individual  or  cor¬ 
porate.  A  surety  may  not  have  any  in¬ 
terest,  either  direct  or  indirect,  in  the 
business  of  the  principal  on  the  bond. 
District  supervisors  are  authorized  to  ap¬ 
prove  or  disapprove  all  bonds  and  con- 
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sents  of  surety  required  by  Subparts  C 
through  I  of  this  part. 

§  199.301  Corporate  surety.  Bonds 
may  be  given  with  corporate  surety  au¬ 
thorized  by  the  Secretary  of  the  Treas¬ 
ury  to  become  surety  on  Federal  bonds, 
subject  to  the  limitations  prescribed  by 
the  Secretary  in  Treasury  Department 
Form  356,  Commissioner  of  Accounts. 
Section  of  Surety  Bonds,  which  is  issued 
semiannually,  and  subject  to  such 
amendatory  circulars  as  may  be  issued 
from  time  to  time.  A  bond  executed  by 
two  or  more  corporate  sureties  shall  be 
the  joint  and  several  liability  of  the  prin¬ 
cipal  and  the  sureties:  Provided.  That 
each  corporate  surety  may  limit  its 
liability  in  terms  upon  the  face  of  the 
bond  in  a  definite,  specified  amount, 
which  amount  shall  not  exceed  the  lim¬ 
itations  prescribed  for  such  corporate 
surety  by  the  Secretary,  as  set  forth  in 
Treasury  Department  Form  356.  When 
the  sureties  so  limit  their  liability,  the 
aggregate  of  such  limited  liabilities  must 
equal  the  required  penal  sum  of  the 
bond. 

§  199.302  Powers  of  attorney.  Powers 
of  attorney  and  other  evidence  of  ap¬ 
pointment  of  agents  and  officers  to 
execute  bonds  on  behalf  of  corporate 
sureties  are  required  to  be  filed  with,  and 
passed  upon  by,  the  Commissioner  of 
Accounts  and  Deposits,  Section  of  Surety 
Bonds,  Treasury  Department.  Such 
powers  and  other  evidence  of  appoint¬ 
ment  need  not  be  filed  with,  or  submitted 
to,  district  supervisors.  Powers  of  at¬ 
torney  or  other  evidence  of  appointment 
of  agents  and  officers  to  execute  bonds 
on  behalf  of  the  principal,  must  be  filed 
on  Form  1534,  in  triplicate,  with  the 
district  supervisor. 

§  199.303  Individual  sureties.  Bonds 
may  be  given  with  individual  sureties  of 
which  there  must  be  not  less  than  two, 
each  of  whom  must  qualify  by  executing 
Form  33  (ATU),  in  triplicate.  Individ¬ 
ual  sureties  must  be  citizens  of  the 
United  States  and  reside  in  the  State  in 
which  the  business  of  the  principal  is  to 
be  conducted.  No  person  will  be  ac¬ 
cepted  as  an  Individual  surety  in  a  State 
in  which  he  is  not  authorized  to  become 
a  surety. 

5  199.304  Ownership  otreal  property. 
Each  individual  surety  must  own  unen¬ 
cumbered  real  property,  in  fee  simple, 
the  appraised  value  of  which,  over  and 
above  any  exemptions  from  execution 
allowed  by  the  law’s  of  the  State,  is  equal 
to  the  penal  sum  of  the  bond.  Such  real 
property  must  be  located  within  the 
State  where  the  business  of  the  principal 
is  to  be  conducted.  The  real  property 
must  be  described  in  the  surety’s  affi¬ 
davit,  Form  33  (ATU),  with  all  of  the 
formalities  required  in  conveyances  of 
real  estate  by  the  laws  of  the  State  in 
which  it  is  situated. 

§  199.305  Execution  of  Form  33.  The 
surety’s  affidavit  on  Form  33  (A’TU)  shall 
contain  all  of  the  information  required 
by  this  subpart  and  the  instructions 
printed  on  the  form.  The  form  shall  be 
subscribed  and  sworn  to  before  an  officer 
duly  authorized  to  administer  oaths,  and 
one  copy  thereof  shall  be  attached  to 
each  copy  of  the  bond  to  w  hich  it  relates. 


§  199.306  Certificate  of  title.  There 
must  be  submitted  with  the  surety’s  affi¬ 
davit.  Form  33  (ATU),  a  certificate  of 
title,  in  triplicate,  showing  that  the  sure¬ 
ty  has  a  fee  simple  title  free  of  encum¬ 
brances  to  the  realty  described  in  the 
form:  Provided,  That  where  recognized 
by  the  law's  of  the  State  in  w’hich  the 
realty  is  located,  there  may  be  submit¬ 
ted,  in  lieu  of  a  certificate  of  title,  a  docu¬ 
ment  of  comparable  validity,  such  as  a 
certified  copy  of  a  title  insurance  policy 
or  a  certificate  of  search  and  finding 
executed  by  an  authorized  attorney. 

5  199.307  Appraisal.  There  will  also  be 
submitted  with  Form  33  (A'TU)  an  ap¬ 
praisal,  in  triplicate,  by  two  or  more 
competent  persons,  designated  by  the 
district  supervisor  for  the  purpose,  showr- 
ing  separately  the  value  of  the  land  and 
buildings,  and  a  full  and  clear  statement 
of  the  method  employed  by  them  in  de¬ 
termining  their  valuation.  The  ap¬ 
praisal  shall  be  at  the  expense  of  the 
principal  on  the  bond,  unless  it  is  made 
by  Government  officers. 

§  199.308  Investigation.  The  district 
supervisor  must  cause  an  investigation  to 
be  made  of  all  the  facts  stated  in  the 
surety’s  affidavit  on  Form  33  (ATU)  and 
supporting  documents,  and  shall  for¬ 
ward  one  copy  of  the  report  of  such  in¬ 
vestigation  to  the  Commissioner  with  the 
bond  and  accompanying  Form  33. 

5  199.309  Requalification.  The  Com¬ 
missioner  or  district  supervisor  may  at 
any  time,  in  his  discretion,  require  the 
requalification  of  individual  sureties  on 
Form  33  (ATU). 

§  199.310  Deposit  of  collateral.  Ex¬ 
cept  as  provided  in  this  section,  bonds  or 
notes  of  the  United  States,  or  other  ob¬ 
ligations  which  are  unconditionally 
guaranteed  as  to  both  interest  and  prin¬ 
cipal  by  the  United  States,  may  be 
pledged  and  deposited  by  principals  as 
collateral  security  in  lieu  of  individual 
or  corporate  sureties.  District  super¬ 
visors  on  receiving  such  bonds  or  notes, 
or  other  obligations,  pledged  and  de¬ 
posited  by  principals  as  collateral  se¬ 
curity  in  lieu  of  surety,  shall  deposit  such 
securities  as  required  by  Department  Cir¬ 
cular  No.  154,  revised  (31  CFR  Part  225). 
United  States  Savings,  Defense  Savings, 
and  War  Savings  Bonds  issued  under  the 
authority  of  section  22  of  the  Second 
Liberty  Bond  Act,  as  amended,  and  other 
bonds  and  notes  of  the  United  States, 
W’hich  are  nontransferable  or  the  hy¬ 
pothecation  of  which  will  not  be  rec¬ 
ognized  by  the  Treasury  Department, 
may  not  be  pledge  and  deposited  as  se¬ 
curity  in  lieu  of  corporate  or  individual 
sureties. 

(Sec.  1126,  44  Stat.  122,  as  amended,  sec.  7, 
49  Stat.  22;  6  U.  S.  C.  15) 

§  199.311  Consents  of  surety.  Con¬ 
sents  of  surety  to  a  change  in  the  terms 
of  a  bond  must  be  executed  on  Form  1533, 
in  as  many  copies  as  are  required  of  the 
bond  which  they  affect,  by  the  principal 
and  all  sureties  with  the  same  formality 
and  proof  of  authority  to  execute  as  are 
required  for  the  execution  of  bonds. 
Form  1533  will  be  used  by  obligors  on  col¬ 
lateral  bonds  as  well  as  those  on  surety 
bonds.  The  Form  1533  must  properly 
identify  the  bond  affected  thereby  and 


state  specifically  and  precisely  what  is 
covered  by  the  extended  terms  thereof. 
If  the  surety  is  a  corporation,  the  consent 
may  be  executed  by  an  agent  or  attorney 
In  fact  duly  authorized  so  to  do  by  power 
of  attorney  filed  by  the  surety  with  the 
appropriate  district  supervisor,  or  the 
consent  may  be  executed  by  the  home 
office  officials  of  such  corporate  surety: 
except  that,  in  cases  where  the  saving  of 
time  is  an  element,  the  consent  may  be 
executed  by  an  agent  or  attorney  in  fact 
w  here  the  home  office  officials,  by  specific 
direction,  order  its  execution.  A  copy  of 
such  specific  direction  should  be  attached 
to  each  copy  of  such  consent. 

§  199.312  Approval  required.  No 
person  intending  to  withdraw  liquors  or 
other  articles  under  the  provisions  of 
Subparts  C  through  I  of  this  part  for 
transportation  to  and  deposit  in  a  for¬ 
eign-trade  zone  shall  make  any  such 
withdrawal  until  all  bonds  required  by 
law  and  Subparts  C  through  I  of  this 
part  have  been  approved  by  the  district 
supervisor. 

§  199.313  Additional  or  strengthen¬ 
ing  bonds.  In  all  cases  w’here  the  penal 
sum  of  a  bond  on  file  and  in  effect  is  not 
sufficient,  computed  as  prescribed  by  law 
and  Subparts  C  through  I  of  this  part, 
the  principal  may  give  an  additional  or 
strengthening  bond  in  a  sufficient  penal 
sum,  provided  the  surety  thereon  is  the 
same  as  on  the  bond  already  on  file  and 
in  effect;  otherwise  a  new  bond  covering 
the  entire  liability  w’ill  be  required. 
Such  additional  or  strengthening  bonds, 
being  filed  to  increase  the  bond  liability 
of  the  principal  and  the  surety,  shall  not 
be  construed  in  any  sense  to  be  substitute 
bonds,  and  the  district  supervisor  will 
refuse  to  approve  any  additional  or 
strengthening  bond  where  any  notation 
is  made  thereon  which  may  be  construed 
as  a  release  of  any  former  bond  or  as 
limiting  the  amount  of  either  bond  to 
less  than  its  full  penal  sum.  Additional 
or  strengthening  bonds  must  show  the 
current  date  of  execution  and  the  effec¬ 
tive  date  in  the  blank  spaces  provided 
therefor.  Such  bonds  must  have  marked 
thereon,  by  the  obligors  at  the  time 
of  execution,  “Additional  Bond,”  or 
“Strengthening  Bond.” 

§  199.314  New  or  superseding  bonds. 
The  principal  on  any  bond  filed  pursuant 
to  Subparts  C  through  I  of  this  part  may, 
at  any  time,  substitute  a  new  bond 
therefor.  Executors,  administrators,  as¬ 
signees,  receivers,  trustees,  or  other  per¬ 
sons  acting  in  a  fiduciary  capacity, 
continuing  or  liquidating  the  business  of 
the  principal,  must  execute  and  file  a  new 
bond  or  obtain  the  consent  of  the  surety 
or  sureties  on  the  existing  bond  or  bonds. 
When,  in  the  opinion  of  the  Commis¬ 
sioner  or  district  supervisor,  the  inter¬ 
ests  of  the  Government  demand  it  or  in 
any  case  where  the  security  of  the  bond 
becomes  impaired  in  whole  or  in  part  for 
any  reason  whatever,  the  principal  will 
be  required  to  give  a  new  bond.  A  new 
bond  shall  be  required  immediately  in 
case  of  death,  removal  from  the  State, 
or  insolvency  of  an  individual  surety,  or 
the  Insolvency  of  a  corporate  surety. 
V/here  a  bond  Is  found  to  be  not  accept¬ 
able  or  for  any  rea.son  becomes  invalid 
or  of  no  effect,  the  principal  shall  be  re- 
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quired  to  file  Immediately  a  new  and 
satisfactory  bond,  or  discontinue  opera¬ 
tions  thereunder  forthwith.  Supersed¬ 
ing  bonds  must  show  the  current  date  of 
execution  and  the  date  they  are  to  be 
effective,  and  each  such  bond  shall  have 
marked  thereon,  by  the  obligors  at  the 
time  of  execution,  “Superseding  Bond.” 
Where  a  new  bond  is  submitted  by  the 
principal  to  supersede  a  bond  or  bonds 
then  in  effect,  and  such  superseding  bond 
has  been  approved,  the  superseded  bond 
shall  be  released  as  to  transactions  oc¬ 
curring  wholly  subsequent  to  the  effec¬ 
tive  date  of  the  superseding  bond  and 
notice  of  termination  of  the  superseded 
bond  may  be  issued  as  provided  In 
§  199.324. 

District  Supervisor's  Accounts  With 
Bonds 

S  199.315  Alcohol  and  specially  de- 
natured  rum.  The  district  supervisor 
will  keep  an  account  with  each  bond, 
Form  1702  and  Form  1703.  W'here  a 
consent  of  surety.  Form  1533,  is  filed, 
specifically  extending  the  terms  of  the 
exporter's  continuing  direct  export  bond 
(Form  1495),  or  continuing  transporta¬ 
tion  for  export  bond  (Form  1496),  or  the 
distiller’s  denaturing  warehouse  bond 
(Form  572) ,  to  cover  withdrawals  for  de¬ 
posit  in  a  foreign-trade  zone,  the  ac¬ 
count  shall  be  kept  w’ith  such  bond. 
Only  one  account  covering  all  transac¬ 
tions  under  each  bond  need  be  kept.  The 
principal  will  be  charged  with  the  In¬ 
ternal  revenue  tax,  or  an  amount  equal 
thereto,  on  each  lot  of  alcohol  or  specially 
denatured  rum  withdrawn  under  a  bond 
for  transfer  to  a  foreign-trade  zone.  Al¬ 
cohol  or  specially  denatured  rum  so 
withdrawn  shall  remain  unaccounted  for 
until  proof  of  deposit  in  a  foreign-trade 
zone  is  filed  with  the  district  supervisor, 
or,  where  a  loss  is  reported  (a)  until  sat¬ 
isfactory  evidence  establishes  that  the 
alcohol  or  specially  denatured  rum  has 
not  been  diverted  to  any  illegal  use  by  the 
exporter  or  carrier  or  other  person  hav¬ 
ing  legal  custody  or  control  thereof,  and 
that  such  loss  occurred  without  con¬ 
nivance,  collusion,  fraud,  or  negligence 
on  the  part  of  the  exporter  or  carrier 
or  other  such  person,  or  the  employees 
of  any  of  them,  or  (b)  until  the  tax  on 
the  loss  has  been  paid  or  remitted. 

(58  Stat.  336.  355,  358;  26  U.  S.  C.  2885.  3105, 
3070) 

§  199.316  Specially  denatured  alcohol. 
The  district  supervisor  will  keep  an  ac¬ 
count  with  each  bond  covering  transpor¬ 
tation  to  foreign-trade  zones  of  specially 
denatured  alcohol  in  accordance  with 
the  prexjedure  prescribed  in  §  199.315  for 
keeping  accounts  with  bonds  covering 
transportation  of  alcohol  and  specially 
denatured  rum:  Provided.  That  the  prin¬ 
cipal  will  be  charged  with  an  amount 
equal  to  the  internal  revenue  tax  at  dou¬ 
ble  the  distilled  spirits  rate  of  tax  on 
each  wine  gallon  of  specially  denatured 
alcohol  withdrawn  under  an  outstand¬ 
ing  bond  for  transportation  to  a  zone. 

(53  stat.  358,  359,  359,  360,  864;  26  U.  S.  C. 
8105,  3109,  3111,  3112,  3124) 

5  199.317  Distilled  spirits.  The  dis¬ 
trict  supervisor  will  keep  an  account  with 
each  bond.  Form  1702  and  Form  1703. 
Where  a  consent  of  surety.  Form  1533,  is 


filed,  specifically  extending  the  terms  of 
the  exporter’s  continuing  direct  export 
bond  (Form  657),  or  continuing  trans¬ 
portation  for  export  bond  (Form  658), 
to  cover  withdrawals  for  deposit  in  a 
foreign-trade  zone,  the  account  shall  be 
kept  with  such  bond.  Only  one  account 
covering  all  transactions  under  each 
bond  need  be  kept.  The  principal  will 
be  charged  with  the  internal  revenue  tax 
on  each  lot  of  distilled  spirits  withdrawn 
under  a  bond  for  transfer  to  a  foreign- 
trade  zone.  Spirits  so  withdrawn  shall 
remain  unaccounted  for  until  proof  of 
deposit  in  a  foreign-trade  zone  is  filed 
with  the  district  supervisor,  or,  where  a 
loss  is  reported  (a)  until  satisfactory 
evidence  establishes  that  the  loss  did  not 
result  from  unauthorized  voluntary  de¬ 
struction  or,  if  from  theft,  that  the  theft 
occurred  without  connivance,  collusion, 
fraud,  or  negligence  on  the  part  of  the 
distiller,  warehouseman,  owner,  con¬ 
signor,  consignee,  bailee,  or  carrier,  or 
the  employees  of  any  of  them,  or  (b) 
until  the  tax  on  the  loss  has  been  paid  or 
remitted. 

(53  stat.  336,  339,  344;  26  U.  8.  2885,  2888, 
2905) 

5  199.318  Wines.  The  dLstrict  super¬ 
visor  w'ill  keep  an  account  with  each 
bond  covering  transportation  of  wines 
to  foreign-trade  zones.  Where  an  ap¬ 
proved  con.sent  of  surety.  Form  1533, 
which  specifically  extends  the  terms  of 
the  exporter's  continuing  export  bond 
(Form  186)  to  cover  withdrawals  for  de¬ 
posit  in  a  foreign-trade  zone  is  on  file, 
only  one  account  covering  all  transac¬ 
tions  under  such  bond  need  be  kept. 
The  principal  will  be  charged  with  the 
internal  revenue  tax  on  each  lot  of  wine 
removed  under  an  outstanding  bond  for 
deposit  in  a  foreign-trade  zone  and  will 
be  given  credit  for  the  tax  on  each  lot 
concerning  w’hich  satisfactory  proof  of 
deposit  in  the  zone  is  received.  In  case 
a  shortage  is  reported  from  any  ship¬ 
ment,  credit  will  be  entered  for  the  ac¬ 
tual  quantity  deposited  in  the  zone. 
Credit  will  not  be  entered  for  the  loss 
until  the  tax  has  been  paid  thereon. 
Wine  withdrawn  for  deposit  in  a  zone 
W'ill  be  carried  as  unaccounted  for  until 
the  certificate  of  the  collector  of  cus¬ 
toms  showing  the  deposit  of  the  wine 
In  the  zone  has  been  received,  and  until 
the  tax  has  been  paid  on  any  wine  lost 
in  transit  to  the  zone, 

(53  stat.  347  as  amended,  353;  26  U.  8.  C. 
3030,  3037) 

5  199.319  Fermented  liquors.  The 
district  supervisor  will  keep  an  account 
with  each  bond  governing  transixirtation 
of  fermented  liquors  to  foreign-trade 
zones.  Where  an  approved  consent  of 
surety.  Form  1533,  which  specifically  ex¬ 
tends  the  terms  of  the  brewer’s  continu¬ 
ing  export  bond  (Form  263)  to  cover 
withdrawals  for  deposit  in  a  foreign- 
trade  zone  is  on  file,  only  one  account 
covering  all  transactions  under  such 
bond  need  be  kept.  The  principal  will  be 
charged  with  the  internal  revenue  tax  at 
the  rate  imposed  on  fermented  malt  liq¬ 
uors  on  each  lot  of  fermented  liquors 
removed  under  an  outstanding  bond  for 
transportation  to  a  zone.  Credit  will  be 
given  on  fermented  liquors  for  which 


proof  of  deposit  in  a  foreign-trade  zone  is 
filed  with  the  district  supervisor  and  for 
losses  of  fermented  liquors  in  transit 
where  there  is  no  evidence  that  such 
losses  resulted  from  theft  or  pilferage  or 
from  fraud  by  the  exporter. 

(53  stat.  365  as  amended,  367;  26  U.  8.  C. 
8150,  3153) 

TERMINATION  OP  TRANSPORTATION  BONDS 


§  199.321  Application  of  surety  for  re¬ 
lease  from  bond.  A  surety  on  any  bond 
required  by  Subparts  C  through  I  of  this 
part  may  at  any  time,  in  writing, 
notify  the  district  supervisor  In  w'ho.se 
office  the  bond  is  on  file,  and  the  prin¬ 
cipal,  that  he  desires  to  be  relieved  of 
liability  under  the  bond  at  a  date  not  less 
than  60  days  after  the  date  of  the  notifi¬ 
cation.  One  copy  of  the  notice  must  be 
delivered  to  the  principal  and  two  copies 
shall  be  deliver^  to  the  district  super¬ 
visor.  If  the  notice  is  given  by  an  agent 
of  the  surety  it  must  be  accompanied  by 
a  power  of  attorney  authorizing  the 
agent  to  give  such  notice,  or  by  a  verified 
statement  that  such  pow’er  of  attorney  is 
on  file  with  the  Treasury  Department. 
The  surety  must  also  file  with  the  district 
supervisor  an  acknowledgment  or  other 
proof  of  service  of  such  notice  on  the 
principal. 

§  199.322  Extent  of  release  of  surety 
from  liability  under  bond.  If  the  notice 
required  by  §  199.321  is  not  withdrawn 
thereafter  in  writing,  the  rights  of  the 
principal  as  supported  by  the  said  bond 
shall  be  terminated  on  the  date  named  in 
the  notice,  and  the  surety  will  be  relieved 
from  liability  for  liquors  withdrawn 
wholly  subsequent  to  the  date  named. 
Liability  under  a  bond  on  Form  1703  for 
liquors  removed  prior  to  the  date  named 
in  the  surety's  notice  will  continue  until 
such  liquors  are  properly  accounted  for 
according  to  lav/  and  this  part.  Where 
the  principal  files  a  valid  superseding 


8  199.320  General.  Bonds  on  Form 
1702,  covering  a  specific  lot  of  liquors 
withdrawn  for  deposit  in  a  zone,  will  be 
terminated  by  the  district  supervisor  im¬ 
mediately  upon  receipt  from  the  collec¬ 
tor  of  customs  of  a  certification  that  the 
liquors  had  been  deposited  in  the  zone  to 
which  consigned:  Provided,  That  w^here 
there  is  a  deficiency  reported  by  the  col¬ 
lector  of  customs,  the  bond  will  not  be 
terminated  by  the  district  supervisor  un¬ 
til  liability  for  the  deficiency  has  been 
cleared.  Upon  termination,  the  district 
supervisor  will  mark  the  bond  “Can¬ 
celled”  followed  by  the  date  of  cancella¬ 
tion,  and  will  issue  a  notice  of  release. 
Form  1491,  as  provided  in  §  199.324. 
Continuing  bonds  on  Form  1703  will  be 
terminated  by  the  district  supervisor  as 
to  liability  for  liquors  consigned  to  a 
foreign-trade  zone  after  a  specified  fu¬ 
ture  date  (a)  pursuant  to  a  notice  by  the 
surety,  as  provided  in  §  199.321,  (b)  fol¬ 
lowing  approval  of  a  superseding  bond, 
as  provided  in  §  199.314,  or  (c)  follow¬ 
ing  notification  by  the  principal  of  the 
discontinuance  of  the  busine.ss  covered 
by  the  bond.  Upon  termination,  the 
district  supervisor  will  mark  the  bond 
"Cancelled”  followed  by  the  date  of  can¬ 
cellation,  and  will  issue  a  notice  of  termi¬ 
nation.  Form  1490,  or  a  notice  of  release. 
Form  1491,  as  provided  in  §  199.324. 
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bond,  the  surety  on  the  bond  superseded 
will  be  relieved  from  liability  for  liquors 
withdrawn  wholly  subsequent  to  the  ef¬ 
fective  date  of  the  superseding  bond. 

§  199.323  Action  by  district  super-- 
visor.  When  an  application  by  the 
surety  for  release  as  to  future  liability 
from  a  transportation  bond  required  by 
Subparts  C  through  I  of  this  part  is  filed 
with  the  district  supervisor,  or  when  a 
superseding  bond  has  been  approved,  or 
when  the  principal  has  discontinued 
business,  the  district  supervisor  will 
make  a  complete  examination  of  records 
to  determine  whether  there  is  any  liabil¬ 
ity  then  due  and  payable  outstanding 
against  the  bond.  He  shall  also  ascer¬ 
tain  from  the  collector,  of  internal 
revenue  whether  there  are  any  outstand¬ 
ing  unpaid  assessments  against  the  prin¬ 
cipal  on  liquors  removed  under  the  bond. 
If  it  is  found  that  violations  of  law  and 
regulations  occurred  during  the  period 
covered  by  the  bond  or  that  liabilities 
chargeable  against  the  bond  have  not 
been  paid  or  otherwise  settled,  no  fur¬ 
ther  action  will  be  taken  until  all  such 
liabilities  have  been  settled.  If  the  dis¬ 
trict  supervisor  finds  that  the  bond  may 
be  properly  terminated,  he  will  issue 
notice  of  termination  in  accordance  with 
the  provisions  of  §  199.324. 

§  199.324  Notice  of  termination. 
Upon  determining  that  a  transportation 
bond  filed  pursuant  to  Subparts  C 
through  I  of  this  part  may  be  termi¬ 
nated,  the  district  supervisor  will  execute 
a  notice  of  termination.  Form  1490, 
where  a  superseding  bond  has  been  ap¬ 
proved,  or  a  notice  of  release.  Form  1491, 
where  the  principal  has  discontinued  the 
business  covered  by  the  bond,  or  where 
the  surety  has  made  application  for  re¬ 
lease  from  bond  as  provided  in  §  199.321. 
The  notice  of  termination  or  the  notice 
of  release  shall  be  prepared  in  quadrupli¬ 
cate  where  there  is  but  one  surety,  and 
in  quintuplicate  where  there  are  two 
sureties.  The  district  supervisor  will 
forward  the  original  of  the  notice  to  the 
Commissioner,  together  with  a  copy  of 
the  surety’s  application,  if  any,  furnish 
one  copy  to  each  obligor,  and  retain  one 
copy  of  the  notice  and  the  surety’s  ap¬ 
plication,  if  any,  on  file  with  the  bond 
to  which  it  relates. 

§  199.325  Release  of  collateral.  The 
release  of  collateral  pledged  and  de¬ 
posited  to  support  bonds  required  by 
Subparts  C  through  I  of  this  part  will  be 
in  accordance  with  the  provisions  of 
Department  Circular  No.  154,  revised  (31 
CPR  Part  225),  subject  to  the  conditions 
governing  issuance  of  notices  on  Forms 
1490  and  1491  of  the  termination  of  such 
bonds.  When  the  district  supervisor  de¬ 
termines  that  there  is  no  outstanding 
liability  against  the  bond,  and  has  satis¬ 
fied  himself  that  the  interests  of  the 
Govemment  will  not  be  jeopardized,  the 
security  may  be  released  and  returned  to 
the  principal. 

(44  Stat.  122  as  amended:  6  U.  S.  C.  15) 
Subpart  K — Instruments  and  Papers 

§  199.350  Part  of  regulations.  The 
terms,  conditions,  and  instructions  con¬ 
tained  in  instruments  and  papers  re¬ 
quired  to  be  furnished  by  law  or  this 
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part  are  hereby  made  a  part  of  these 
regulations  as  fully  and  to  the  same  ex¬ 
tent  as  if  incorporated  herein. 

Subpart  L — Tobacco  Products 

§  199.375  General.  The  following 
regulations  in  this  subpart  shall  govern 
the  withdrawal  of  tobacco  products,  in¬ 
cluding  chewing  and  smoking  tobacco, 
snuff,  cigars  and  cigarettes,  without  pay¬ 
ment  of  tax,  from  bonded  domestic  in¬ 
ternal  revenue  factories  and  from 
bonded  internal  revenue  tobacco  export 
and  sea  stores  warehouses  for  delivery 
to  foreign-trade  zones, 

§  199.376  Withdrawals  of  tobacco 
products  to  be  covered  by  bond.  No  ad¬ 
ditional  or  special  bonds  will  be  required 
to  cover  withdrawals  of  nontaxpaid  to¬ 
bacco  products  from  domestic  internal 
revenue  factories  where  '  produced,  or 
withdrawals  of  such  articles  from  in¬ 
ternal  revenue  tobacco  export  and  sea 
stores  warehouses,  for  delivery  to  for¬ 
eign-trade  zones  under  these  regulations. 
Liability  to  tax  on  such  withdrawals 
shall  be  charged  against  the  bonds  under 
which  the  factories  and  tobacco  export  or 
sea  stores  warehouses  are  operated. 
However,  a  tobacco  products  manufac¬ 
turer,  or  proprietor  of  a  bonded  internal 
revenue  tobacco  export  or  sea  stores 
warehouse,  who  desires  to  make  with¬ 
drawals  of  nontaxpaid  tobacco  products 
from  his  factory  or  warehouse  for  de¬ 
livery  to  foreign-trade  zones  must  fur¬ 
nish  to  the  District  Supervisor,  Alcohol 
and  Tobacco  Tax  Division,  of  the  district 
in  which  his  factory  or  warehouse  is  lo¬ 
cated,  consent  of  the  surety  on  his  fac¬ 
tory  or  warehouse  bond  to  cover  such 
withdrawals. 

§  199.377  Requirements  as  to  packing, 
marking  or  branding.  Tobacco,  snuff, 
cigars  and  cigarettes  may  be  put  up  in 
packages  of  any  desired  size  or  descrip¬ 
tion  for  delivery  to  a  foreign-trade  zone. 
Any  label,  seal  or  closure  appearing  on 
a  package  of  tobacco  products  which  is 
shipped  to  a  foreign-trade  zone  must  be 
readily  distinguishable  from  an  internal 
revenue  stamp. 

§  199.378  Shipping  containers.  Each 
shipping  case,  crate,  or  other  package, 
containing  nontaxpaid  tobacco  products, 
to  be  delivered  to  a  foreign-trade  zone 
under  these  regulations  must /be  num¬ 
bered. 

§  199.379  Application  for  withdrawal. 
For  each  Intended  withdrawal  of  non¬ 
taxpaid  tobacco  products  from  his  fac¬ 
tory,  or  withdrawal  of  nontaxpaid  to¬ 
bacco  products  from  his  bonded  internal 
revenue  tobacco  export  warehouse  under 
these  regulations,  the  manufacturer  or 
warehouse  proprietor  shall  file  with  the 
district  supervisor  of  the  district  in  which 
the  factory  or  warehouse  is  located  an 
application  for  withdrawal.  Form  550-P, 
in  triplicate,  while  for  each  intended 
withdrawal  of  such  articles  from  a 
bonded  internal  revenue  sea  stores  ware¬ 
house  under  the  regulations  In  this  part, 
the  proprietor  shall  file  with  his  district 
supervisor  an  application.  Form  550-F, 
in  quadruplicate.  The  front  or  face  of 
each  copy  of  the  application.  Form  550-F, 
shall  be  completely  and  legibly  filled  in 
and  be  given  a  serial  number  by  the 


manufacturer  or  warehouse  proprietor. 
All  of  the  copies  of  the  application  shall 
show  the  same  information,  including 
the  serial  number.  Upon  receipt  of  the 
properly  executed  application,  the  dis¬ 
trict  supervisor  will  sign  each  copy  indi¬ 
cating  his  approval  of  the  withdrawal  of 
the  shipment  described  on  the  applica¬ 
tion,  If  the  shipment  is  to  be  withdrawn 
from  a  domestic  factory,  or  from  a 
bonded  internal  revenue  tobacco  export 
warehouse,  inspection  by  an  internal 
revenue  officer  prior  to  withdrawal  will 
not  be  necessary  or  required.  However, 
If  the  shipment  is  to  be  withdrawn  from 
a  bonded  internal  revenue  sea  stores 
warehouse,  inspection  by  the  officer  in 
charge  of  the  warehouse  prior  to  with¬ 
drawal  is  required. 

§  199.380  Disposition  of  copies  of 
Form  550-F.  After  the  district  super¬ 
visor  has  signed  each  copy  of  the  ap¬ 
plication,  Form  550-F,  indicating  his 
approval  of  the  withdrawal  of  the  ship¬ 
ment  described  on  the  form,  he  shall 
retain  one  copy  for  immediate  transmit¬ 
tal  to  the  Commissioner.  If  the  ship¬ 
ment  is  to  be  withdrawn  from  a  domestic 
factory  or  bonded  internal  revenue  to¬ 
bacco  export  warehouse,  the  district 
supervisor  must  return  the  other  two  ap¬ 
proved  copies  of  the  Form  550-F  to  the 
manufacturer  or  warehouse  proprietor 
concerned.  If  the  shipment  is  to  be 
withdrawn  from  a  bonded  internal  rev¬ 
enue  tobacco  sea  stores  warehouse,  the 
district  supervisor  must  forward  the 
other  three  approved  copies  of  the  Form 
550-F  to  the  officer  in  charge  of  the  ware¬ 
house  who  shall  permit  withdrawal  of 
the  shipment  described  on  the  form. 
When  the  shipment  has  been  removed 
from  the  factory  or  tobacco  export  v;are- 
house,  the  manufacturer  or  warehouse 
proprietor  shall  execute  the  appropriate 
certificate  on  the  back  of  both  copies  of 
the  Form  550-F  and  forward  these  two 
copies  to  the  customs  officer  in  charge  of 
the  foreign-trade  zone  to  which  the  ship¬ 
ment  described  on  the  form  will  be  deliv¬ 
ered.  When  the  shipment  from  the 
tobacco  sea  stores  warehouse  has  been 
withdrawn  under  the  supervision  of  the 
officer  in  charge,  that  officer  .should  exe¬ 
cute  the  proper  certificate  on  the  back  of 
each  of  the  copies  of  the  Form  550-F,  re¬ 
tain  one  copy  to  be  submitted  with  his 
report  at  the  close  of  the  month  on  Form 
550-D  to  the  district  supervisor  for  the 
district  in  which  the  sea  stores  warehouse 
Is  located,  and  forward  the  other  two 
copies  of  the  Form  550-F  to  the  customs 
officer  in  charge  of  the  foreign-trade 
zone  involved. 

§  199.381  Receipt  of  shipment  into 
foreign-trade  zone.  When  a  shipment  of 
nontaxpaid  tobacco  products  is  received 
at  the  foreign-trade  zone,  the  customs 
officers  at  the  zone  shall  inspect  the  ship¬ 
ment  to  satisfy  themselves  that  it  agrees 
with  that  described  on  the  copies  of  the 
related  Form  550-F  received  from  the 
manufacturer,  proprietor  of  the  tobacco 
export  warehouse,  or  officer  in  charge  of 
the  tobacco  sea  stores  warehouse  from 
which  the  shipment  originated.  The 
customs  officers  at  the  foreign-trade  zone 
should  not  permit  receipt  into  the  zone 
of  tobacco  products  other  than  those  de¬ 
scribed  on  the  related  Form  550-F.  After 
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permitting  receipt  of  the  shipment  into 
the  zone,  the  officer  in  charge  shall  prop¬ 
erly  execute  the  certificate  of  receipt  on 
the  back  of  each  of  the  two  copies  of  the 
related  Form  550-P.  retain  one  copy  for 
the  records  of  his  office,  and  transmit  the 
other  completed  copy  of  the  form  to  the 
Commissioner  of  Internal  Revenue. 

§  199.3P2  Delay  in  removal;  cancella¬ 
tion  of  shipment.  In  case  the  shipment 
of  tobacco  products  is  not  removed  from 
the  factory,  or  internal  revenue  tobacco 
export  or  sea  stores  warehouse,  within 
ten  days  after  the  date  of  approval  of 
the  related  Form  550-P  by  the  district 
supervisor,  the  manufacturer  or  ware¬ 
house  proprietor  must  advise  the  super¬ 
visor  as  to  the  probable  date  of  removal. 
If  the  order  for  the  shipment  has  been 
canceled,  the  manufacturer  or  warehouse 
proprietor  should  so  state  request  per¬ 
mission  to  cancel  his  application  and 
retain  the  merchandise  in  stock  in  his 
factory  or  warehouse. 

§  199.383  Return  of  shipment  to  fac¬ 
tory  or  warehouse.  If,  after  removal 
from  his  factory,  or  internal  revenue 
warehouse,  and  prior  to  delivery  to  and 
receipt  in  a  foreign- trade  zone,  Uie  man- 
uf actuer,  or  the  proprietor  of  the  internal 
revenue  tobacco  export  or  sea  stores 
warehouse,  desires  to  return  a  shipment 
of  tobacco  products  to  the  premises  of 
his  factory,  or  into  his  warehouse,  he 
must  make  application  to  the  Commis- 
sicner  of  Internal  Revenue  for  permission 
.so  to  do.  The  manufacturer  or  ware¬ 
house  proprietor  must  identify  the  ship¬ 
ment  set  forth  in  such  application,  where 
it  has  been  since  it  left  his  factory  or 
wr.rehouse,  where  it  is  held  and  in  whose 
custody  it  is  at  the  time  of  making  appli¬ 
cation,  and  the  reason  for  its  return. 
Permi.ssion  and  appropriate  instructions 
must  be  received  by  the  manufacturer 
or  warehouse  proprietor  from  the  Com¬ 
missioner  before  the  merchandise  is  re¬ 
turned  to  the  premises  of  the  factory  or 
warehouse. 

§  199.384  Tax  liability.  Responsibil¬ 
ity  for  the  proper  delivery  of  nontaxpaid 
tobacco  products  withdrawn  from  the 
factory,  or  tobacco  export  or  sea  stores 
warehouse,  under  the  regulations  in  this 
part  shall  rest  upon  the  manufacturer 
or  warehouse  proprietor  making  the 
withdrawal  and  he  will  be  liable  for  the 
internal  revenue  tax  on  such  articles 
shipped  or  delivered  otherwise  than  in 
accordance  with  the  regulations  in  this 
part,  or  for  such  articles  shipped  for  this 
purpose  where  satisfactory  evidence  of 
delivery  is  not  received  by  the  Commis¬ 
sioner. 

§  199.385  Credit  for  shipment.  Upon 
receipt  by  the  Commissioner  of  Internal 
Revenue  of  a  copy  of  the  application. 
Form  550-P,  on  which  the  officer  in 
charge  of  the  foreign-trade  zone  has  exe¬ 
cuted  the  certificate  of  receipt,  or  other 
satisfactory  evidence,  credit  will  be  al¬ 
lowed  the  shipper  for  the  merchandise 
actually  received  into  the  foreign-trade 
zone  as  indicated  by  the  officer  in  charge 
of  the  zone.  In  case  a  shortage  is  re¬ 
ported,  the  shipper  will  be  required  to 
pay  the  amount  of  tax  due  on  the 
shortage. 


8  199.386  Penalties.  Sections  2160 
and  2173  of  the  Internal  Revenue  Code 
impose  severe  penalties  for  the  Illegal 
possession,  use  or  dealing  in,  within  the 
United  States  (including  the  Territories 
of  Alaska  and  Hawaii),  of  manufactured 
tobacco,  snuff,  cigars  and  cigarettes  upon 
which  the  tax  has  not  been  paid.  These 
provisions  of  law  apply  to  tobacco  prod¬ 
ucts  removed  without  payment  of  tax 
under  these  regulations  from  a  factory 
or  internal  revenue  tobacco  export  or  sea 
stores  warehouse  and,  accordingly,  any 
person  possessing,  using  or  dealing  in 
such  products  otherwise  than  as  author¬ 
ized  by  these  regulations  may  be  subject 
to  the  penalties  prescribed  in  such  pro¬ 
visions  of  law. 

SuBPAKT  M — Playing  Cards 

8  199.425  General.  The  regulations 
In  this  subpart  shall  govern  the  with¬ 
drawal  of  playing  cards,  without  pay¬ 
ment  of  tax,  from  factories,  for  delivery 
to  foreign- trade  zones. 

§  199.426  Bond  for  withdrawals  of 
playing  cards.  A  manufacturer  intend¬ 
ing  to  withdraw  playing  cards,  without 
the  payment  of  tax,  for  transportation 
to  and  deposit  in  a  foreign-trade  zone 
shall,  either  before,  or  at  the  time  of, 
filing  his  first  application  for  with¬ 
drawal  for  delivery  to  foreign-trade 
zone  on  Form  550-F,  furnish  to  the  col¬ 
lector  of  internal  revenue  of  the  district 
in  which  the  place  of  manufacture  is 
located,  an  export  bond,  in  duplicate, 
on  Form  549,  with  surety  satisfactory 
to  the  collector.  If  an  export  bond  on 
Form  549  has  already  been  furnished 
by  the  manufacturer.  It  will  not  be  nec¬ 
essary  that  a  new  bond  be  filed,  since 
liability  to  tax  on  such  a  withdrawal 
will  be  charged  against  the  existing  ex¬ 
port  bond.  Form  549;  however,  in  such 
care  If  a  playing  card  manufacturer 
makes  a  withdrawal  of  tax-free  playing 
cards  from  his  factory  for  delivery  to 
a  foreign-trade  zone  he  must  furnish 
to  the  collector  of  the  district  in  which 
the  factory  Is  located  consent  of  the 
surety  on  the  export  bond  to  cover  such 
withdrawal. 

8  199.427  Requirements  as  to  pack¬ 
ing,  marking  or  branding.  Playing 
cards  must  be  put  up  In  packs  the  same 
as  for  domestic  u.se.  Any  label  used  to 
seal  a  package  of  playing  cards  which 
is  shipped  to  a  foreign-tiade  zone  must 
be  readily  distinguishable  from  an  in¬ 
ternal  revenue  stamp. 

5  199.428  Shipping  containers.  Each 
shipping  case,  crate,  or  other  package, 
containing  nontaxpaid  playing  cards,  to 
be  delivered  to  a  foreign-trade  zone 
under  the  regulations  in  this  part  must 
be  numbered. 

8  199.429  Application  for  withdrawal. 
For  each  intended  withdiawal  of  non¬ 
taxpaid  playing  cards  from  his  factory 
under  the  regulations  in  this  part,  the 
manufacturer  shall  file  with  the  collec¬ 
tor  of  internal  revenue  of  the  district  in 
W’hich  the  factory  is  located  an  applica¬ 
tion  for  withdrawal.  Form  650-F,  In  trip¬ 
licate.  The  front  or  face  of  each  copy 
of  the  application,  for  55()-P,  shall  be 
completely  and  legibly  filled  in  and  be 


given  a  serial  number  by  the  manufac¬ 
ture.  All  of  the  copies  of  the  application 
shall  show  the  same  information,  includ¬ 
ing  the  serial  number.  Upon  receipt  of 
the  properly  executed  application,  the 
collector  will  sign  his  permit  on  each  copy 
indicating  his  approval  of  the  with¬ 
drawal  of  the  shipment  described  on  the 
application.  Inspection  of  the  shipment 
by  an  internal  revenue  officer  prior  to 
withdrawal  from  the  factory  will  not  be 
necessary  or  required. 

§  199.430  Disposition  of  copies  of 
Form  550-F.  After  the  collector  has 
signed  his  permit  on  each  copy  of  the 
application.  Form  550-P,  indicating  his 
approval  of  the  withdrawal  of  the  .ship¬ 
ment  described  on  the  form,  die  should 
retain  one  copy  for  transmittal  to  the 
Commissioner  in  accordance  with  the 
provisions  of  A&C  Mimeograph  Coll.  No. 
6280,  dated  June  29,  1948.  The  collector 
should  return  the  other  two  approved 
copies  of  the  Form  550-P  to  the  manu¬ 
facturer  concerned.  When  the  shipment 
has  been  removed  from  the  factory  the 
manufacturer  shall  execute  the  appro¬ 
priate  certificate  on  the  back  of  each 
copy  of  the  Form  550-P  and  forward 
both  copies  to  the  customs  officer  in 
charge  of  the  foreign-trade  zone  to 
which  the  shipment  described  on  the 
form  will  be  delivered. 

8  199.431  Receipt  of  shipment  into 
foreign-trade  zone.  When  a  shipment 
of  playing  cards  is  received  at  the  for¬ 
eign-trade  zone,  the  customs  officers  at 
the  zone  shall  inspect  the  shipment  to 
satisfy  themselves  that  it  agrees  with 
that  described  on  the  copies  of  the  re¬ 
lated  Form  550-P  received  from  the  man¬ 
ufacturer.  The  customs  officers  at  the 
foreign-trade  zone  should  not  permit  re¬ 
ceipt  into  the  zone  of  playing  cards  other 
than  those  described  on  the  related  Form 
550-P.  After  permitting  receipt  of  the 
shipment  into  the  zone,  the  officer  in 
charge  shall  properly  execute  the  certifi¬ 
cate  of  receipt  on  the  back  of  each  of  the 
two  copies  of  the  related  Form  550-F, 
retain  one  copy  for  the  records  of  his 
office,  and  transmit  the  other  completed 
copy  of  the  form  to  the  Commissioner  of 
Internal  Revenue. 

5  199.432  Delay  in  removal;  cancella¬ 
tion  of  shipment.  In  case  a  shipment  is 
not  removed  from  the  factory  within  ten 
days  after  the  date  of  approval  of  the 
related  Form  550-P  by  the  collector  of 
Internal  revenue,  the  manufacturer  must 
advise  the  collector  as  to  the  probable 
date  of  removal.  If  the  order  for  the 
shipment  has  been  canceled,  the  manu¬ 
facturer  must  so  state  and  request  per¬ 
mission  to  cancel  his  application  and 
retain  the  merchandise  in  stock  in  his 
factory. 

8  199.433  Return  of  shiptnent  to  fac¬ 
tory.  If.  after  removal  from  his  factory, 
and  prior  to  delivery  to  and  receipt  in  a 
foreign-trade  zone,  the  manufacturer 
desires  to  return  a  shipment  of  playing 
cards  to  the  premi.ses  of  his  factory,  he 
must  make  application  to  the  Commis¬ 
sioner  of  Internal  Revenue  for  permis¬ 
sion  so  to  do.  The  manufacturer  must 
Identify  the  shipment  set  forth  in  such 
application,  w’here  it  has  been  since  it 
left  his  factory,  where  it  is  held  and  in 
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whose  custody  it  is  at  the  time  of  making 
application,  and  the  reason  for  its  re¬ 
turn.  Permission  and  appropriate  in¬ 
structions  must  be  received  by  the  manu¬ 
facturer  from  the  Commissioner  before 
the  merchandise  is  returned  to  the 
premises  of  the  factory. 

§  199.434  Tax  liability.  Responsibil¬ 
ity  for  the  proper  delivery  of  nontax- 
paid  playing  cards  withdrawn  from  his 
factory  under  the  regulations  in  this 
part  shall  rest  upon  the  manufacturer 
making  the  withdrawal  and  he  will  be 
liable  for  the  internal  revenue  tax  on 
such  articles  shipped  or  delivered  other¬ 
wise  than  in  accordance  with  the  regu¬ 
lations  in  this  part,  or  for  such  articles 
shipped  for  this  purpose  where  satisfac¬ 
tory  evidence  of  delivery  is  not  received 
by  the  Commissioner. 

§  199.435  Credit  for  shipment.  Upon 
receipt  by  the  Commissioner  of  Internal 
Revenue  of  a  copy  of  the  application. 
Form  550-P,  on  which  the  oflBcer  in 
charge  of  the  foreign-trade  zone  has 
executed  the  certificate  of  receipt,  or 
other  satisfactory  evidence,  credit  will 
be  allowed  the  shipper  for  the  playing 
cards  actually  received  into  the  for¬ 
eign-trade  zone  as  indicated  by  the  of¬ 
ficer  in  charge  of  the  zone.  In  case  a 
shortage  is  reported,  the  shipper  will  be 
required  to  pay  the  amount  of  tax  due  on 
the  shortage. 

§  199.436  Penalties.  Sections  1820  (b) 
and  3320(a)  of  the  Internal  Revenue 
Code  impose  severe  penalties  for  deal¬ 
ing  in,  within  the  United  States,  playing 
cards  upon  which  the  tax  properly  due 
has  not  been  paid,  or  for  possessing  play¬ 
ing  cards  with  design  to  avoid  payment 
of  the  tax  thereon.  These  sections  apply 
to  playing  cards  removed  without  pay¬ 
ment  of  tax  under  the  regulations  in 
this  part,  and  accordingly,  any  person 
possessing,  using,  or  dealing  in,  such 
playing  cards  otherwise  than  as  author¬ 
ized  by  these  regulations  may  be  subject 
to  penalities  prescribed  therein. 

3.  These  regulations  will  be  effective 
on  the  31st  day  after  the  date  of  their 
publication  in  the  Federal  Register. 

(P.  R.  Doc.  »2-6358:  Filed,  June  9,  1952; 

8:55  a.  m.] 

DEPARTMENT  OF  AGRICULTURE 
Bureau  of  Animal  Industry 
t  9  CFR  Part  17  1 

Meat  Inspection  Regulations;  Labeling 
NOTICE  of  proposed  RULE  MAKING 

Notice  is  hereby  given  in  accordance 
with  section  4  (a)  of  the  Administrative 
Procedure  Act  (5  U.  S.  C.  1003  (a) )  that 
the  Secretary  of  Agriculture,  pursuant  to 
the  authority  vested  in  him  by  the  Meat 
Inspection  Act,  as  amended  (21  U.  S.  C. 
71-91)  is  considering  amending  Part  17 
of  the  meat  inspection  regulations  (9 
CFR,  Chapter  I,  and  Subchapter  A,  Part 
17)  relating  to  labeling  by  adding  to 
paragraph  17.8  (c)  the  following  sub- 
paragraph; 

f52)  The  application  of  curing  solution 
to  beef  briskets  shall  not  result  in  an  in¬ 


crease  in  the  weight  of  the  finished  cured 
product  of  more  than  20  percent  over  the 
weight  of  the  fresh  uncured  briskets. 
The  application  of  curing  solution  to 
other  beef  cuts,  such  as  navels,  clods, 
middle  ribs,  rumps  and  the  like,  which 
are  intended  for  bulk  corned  beef  shall 
not  result  in  an  increase  in  the  weight  of 
the  finished  cured  product  of  more  than 
10  percent  over  the  weight  of  the  fresh 
uncured  meat. 

The  purpose  of  the  foregoing  proposed 
amendment  is  to  control  the  composition 
of  certain  meat  food  products  along 
lines  which  have  been  thoroughly  in¬ 
vestigated  by  the  Meat  Inspection  Divi¬ 
sion  of  the  Department  of  Agriculture 
and  to  bring  into  the  regulations,  orders 
and  instructions  that  have  been  given 
to  the  field  operating  force  of  the  Meat 
Inspection  Division  and  inspected  estab¬ 
lishments  during  the  past  year. 

Any  person  who  wishes  to  submit  writ¬ 
ten  data,  views  or  arguments  concerning 
the  proposed  amendment  may  do  so  by 
filing  them  with  the  Chief  of  the  Meat 
Inspection  Division,  Bureau  of  Animal 
Industry,  United  States  Department  of 
Agriculture.  Washington  25,  D.  C.,  with¬ 
in  15  days  after  the  date  of  publication 
of  this  notice  in  the  Federal  Register. 

Done  at  Washington,  D.  C.,  this  5th 
day  of  June  1952. 

[SEAL]  Charles  F.  Brannan, 

Secretary  of  Agriculture. 

(F.  R.  Doc.  52-6337;  Filed,  June  9.  1952; 

8:49  a.  m.] 


Production  and  Marketing 
Administration 

[  7  CFR  Part  942  1 

(Docket  No.  AO  103-A12I 

Handling  of  Milk  in  New  Orleans,  La., 
Marketing  Area 

DECISION  WITH  RESPECT!  TO  PROPOSED 
marketing  AGEEMENT  and  PROPOSED 
ORDER  AMENDING  ORDER  NOW  IN  EFFECT 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure,  as  amended,  governing  pro¬ 
ceedings  to  formulate  marketing  agree¬ 
ments  and  marketing  orders  (7  CFR  Part 
900),  a  public  hearing  was  conducted  at 
New  Orleans,  Louisiana,  on  March  11-1-3, 
1952,  pursuant  to  notice  thereof  which 
was  issued  February  21,  1952  (17  F.  R. 
1625). 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  the  Assistant  Administrator, 
Production  and  Marketing  Administra¬ 
tion,  on  May  1.  1952  filed  with  the  Hear¬ 
ing  Clerk.  United  States  Department  of 
Agriculture,  his  recommended  decision 
in  this  proceeding.  The  notice  of  filing 
such  recommended  decision  and  oppor¬ 
tunity  to  file  written  exceptions  thereto 
was  published  in  the  Federal  Register 
on  May  6,  1952  (17  F.  R.  4171;  F.  R.  Doc. 
52-5071). 

Within  the  period  reserved,  several  in¬ 
terested  parties  filed  exceptions  to  cer¬ 


tain  of  the  findings,  conclusions,  and 
actions  recommendeii  by  the  Assistant 
Administrator.  In  arriving  at  the  find¬ 
ings,  conclusions,  and  regulatory  provi¬ 
sions  of  this  decision,  each  of  the  ex¬ 
ceptions  received  was  carefully  and  fully 
considered  in  conjunction  with  the  rec¬ 
ord  evidence  pertaining  thereto.  To  the 
extent  that  the  findings,  conclusions, 
and  actions  decided  upon  are  at  variance 
with  the  exceptions,  such  exceptions  are 
overruled. 

The  material  issues  of  record  are  con¬ 
cerned  with  the  following : 

1.  Revision  of  the  terms  “producer,” 
“country  plant.”  “city  plant.”  “handler,” 
“delivery  period”  and  “other  source 
milk”  and  the  addition  of  definitions  for 
“fluid  milk  plant”  and  “producer  milk”; 

2.  Incorporation  of  revised  indexes  of 
wholesale  prices  and  New  Orleans  de¬ 
partment  store  sales  in  the  Class  I 
pricing  formula; 

3.  Revision  of  the  Class  I  supply-de¬ 
mand  arrangement  and  other  Class  I 
pricing  provisions; 

4.  An  increase  of  the  Class  III  price; 

5.  Revision  of  the  classification  and 
transfer  provisions; 

6.  A  change  in  the  method  of  deter¬ 
mining  monthly  bases  for  individual  pro¬ 
ducers  and  a  change  in  the  months  in¬ 
cluded  in  the  base  forming  and  base 
operating  periods; 

7.  Reissuance  of  Order  42  in  accord¬ 
ance  with  regulations  of  the  Division  of 
Federal  Register  issued  October  12,  1948. 

Findings  and  conclusions.  The  fol¬ 
lowing  findings  and  conclusions  on  the 
issues  decided  herein  are  hereby  made 
upon  the  basis  of  the  record  of  the  hear¬ 
ing: 

1.  The  terms  “producer,”  “country 
plant,”  “city  plant,”  “handler,”  “de¬ 
livery  period,”  and  “other  source  milk” 
should  be  redefined  and  a  definition  of 
“producer  milk”  should  be  added. 

At  present,  the  designation  of  a  dairy 
farmer  as  a  producer  under  the  order  is 
dependent  upon  the  receipt  of  such 
farmer’s  milk  at  a  country  or  city  plant. 
The  definition  of  a  country  plant  like¬ 
wise  is  dependent  upon  receipt  of  milk 
from  a  producer.  The  difficulty  caused 
by  the  interdependence  of  these  defini¬ 
tions  can  be  eliminated  by  redefining 
several  terms.  The  wording  in  other 
order  provisions  also  may  be  simplified 
by  combining  the  definitions  for  country 
plant  and  city  plant  into  a  new  definition 
“fluid  milk  plant.” 

Under  the  prevailing  health  ordi¬ 
nances,  the  New  Orleans  Health  Depart¬ 
ment  issues  permits  to  milk  plants 
located  in  the  city  of  New  Orleans.  The 
approval  of  farms  and  the  issuance  of 
permits  to  suppliers  of  milk  for  New 
Orleans  are  handled  by  the  state  health 
departments  of  Louisiana  and  Missis¬ 
sippi.  Producers  and  plants  supplying 
milk  for  Louisiana  areas  outside  of  the 
city  of  New  Orleans  are  issued  permits 
by  the  health  departments  of  the  re¬ 
spective  parishes  in  which  the  plants 
and  farms  are  located.  These  health 
departments  are  local  agencies  of  the 
Louisiana  State  Health  Department.  It 
Is  not  possible,  therefore,  to  readily  dis¬ 
tinguish  between  New  Orleans  marketing 
area  milk  plants  and  producers  and  other 
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plants  and  dairy  fanners  on  the  basis 
of  health  department  approval. 

It  is  quite  possible  that  under  the  pres¬ 
ent  definitions  of  terms,  dairy  farmers 
who  deliver  milk  to  a  milk  plant  located 
in  either  state  would  come  within  the 
scope  of  the  current  definition  of  a  pro¬ 
ducer.  If  such  plant  transferred  milk 
of  any  quantity  to  a  plant  distributing 
milk  in  the  New  Orleans  marketing  area, 
such  plant  would  now  be  classified  as  a 
country  plant  and  the  operator  of  that 
plant  would  be  a  handler  subject  to  the 
order.  It  is  intended,  however,  that  the 
order  apply  to  milk  supplied  by  dairy 
fanners  and  to  operators  of  milk  plants 
primarily  engaged  in  serving  the  New 
Orleans  marketing  area.  The  order 
should  not  apply  to  so-called  emergency 
shipments  nor  to  reserve  milk  which 
might  be  transferred  from  a  nearby  mar¬ 
ket  to  a  regulated  handler  during  the 
flush  production  season.  In  order  to 
preclude  such  possibilities,  a  basis  is 
needed  to  distinguish  between  plants  and 
producers  who  are  considered  as  regular 
sources  of  supply  for  the  marketing  area 
and  those  who  are  not  regularly  as¬ 
sociated  with  this  area.  This  may  be 
accomplished  by  defining  a  fiuid  milk 
plant  as  a  milk  plant  (1)  where  milk  is 
processed  and  packaged  and  from  which 
Class  I  milk  is  disposed  of  on  retail  or 
wholesale  outlets  in  the  marketing  area, 
or  (2)  from  which  milk  or  cream  is 
transferred  to  a  plant  described  in  (1) ; 
and  providing  for  the  exclusion  from  this 
definition,  plants  transferring  Class  I-A, 
Class  n  or  Class  m  milk  only,  or  plants 
which  may  furnish  emergency  supplies 
during  the  short  production  season  or 
Infrequent  shipments  during  other 
seasons.  This  may  be  accomplished  by 
specifically  excludiiig  these  plants  w  hich 
furnish  milk  for  less  than  20  days  during 
each  of  the  months  of  September 
tlirough  December  or  less  than  5  days 
during  other  months.  These  qualifica¬ 
tions  have  been  changed  on  the  basis  of 
exceptions  filed  to  the  recommended  de¬ 
cision.  These  qualifications  are  more 
appropriate  than  those  set  forth  in  the 
recommended  decision  for  meeting  lire 
previously  mentioned  problem  of  distin¬ 
guishing  between  regular  and  emergency 
or  nonregular  suppliers  of  milk  under 
the  individual  handler  pooling  arrange¬ 
ment  for  the  New  Orleans  marketing 
area.  Fluid  milk  plant  status  will  be 
determined  on  the  basis  of  performance 
during  the  current  delivery  period  rather 
than  during  the  immediately  preceding 
period  of  September  thi'ough  November. 
Milk  received  from  daii-y  farmers  deliv¬ 
ering  to  plants  qualifying  as  fluid  milk 
plants  in  any  given  delivery  period, 
therefore,  will  be  subject  to  the  mini¬ 
mum  pricing  provisions  of  the  order 
in  such  month.  The  definition  decided 
upon  also  will  tend  to  preclude  the  possi¬ 
bility  of  certain  handlers  gaining  a 
short  run  price  advantage  in  procuring 
milk  for  Class  I  uses.  Under  the  previ¬ 
ously  proposed  definitions,  this  might 
have  been  achieved  during  the  flush 
production  season  by  dropping  regular 
producers  and  procuring  seasonal  re¬ 
serve  milk  from  plants  not  previously 
qiialifled  as  fluid  milk  plants.  Ihe  drop¬ 
ping  of  producers  and  procurement  of 
other  source  milk  would  nullify  the  ends 


sought  through  the  pricing  and  pooling 
provisions  of  the  order.  Such  a  loss  of 
regular  producers  would  tend  to  disrupt 
the  orderly  marketing  of  milk  in  this 
area.  The  revised  definition,  however, 
provides  for  importation  of  milk  from 
outside  sources  to  meet  specified  sea¬ 
sonal  and  emergency  shortages  without 
bringing  the  suppliers  of  such  milk  un¬ 
der  the  order.  The  intent  of  the  pres¬ 
ent  definition  and  the  status  of  existing 
plants  will  remain  unchanged. 

A  producer  may  then  be  defined  as  a 
person,  other  than  a  producer-handler, 
who  produces  milk  for  consumption  as 
milk  in  the  marketing  area  and  which 
is  received  at  a  fiuid  milk  plant.  The 
testimony  show'ed  that  milk  received  by 
a  handler  from  a  producer-handler 
should  not  be  subject  to  the  pricing  and 
payment  provisions  of  the  order.  As 
discussed  below,  transfers  of  milk  from 
producer -handlers  to  handlers  under 
the  order  will  be  considered  as  other- 
source  milk.  At  the  time  the  current 
definition  of  a  producer  was  formulated, 
producer-handlers  supplied  a  substan¬ 
tial  amount  of  milk  to  the  market  but 
the  number  has  declined  from  more  than 
400  to  less  than  10  at  the  present  time. 

The  term  “handler”  should  be  defined 
to  mean  any  person  operating  a  fluid 
milk  plant.  In  case  a  handler  operates 
other  milk  plants,  this  definition  is  not 
intended  to  include  such  person  in  his 
capacity  as  an  operator  of  such  nonfiuld 
milk  plants. 

The  term  "delivery  period”  should  be 
defined  as  a  calendar  month,  or  the  por¬ 
tion  thereof  during  which  the  marketing 
order  is  in  effect.  The  term  is  thus  de¬ 
fined  for  facility  in  developing  the  other 
provisions  of  the  order  and  in  the  event 
the  order  is  suspended,  it  clarifies  the 
fact  that  the  vaiious  order  provisions 
would  be  applicable  only  to  that  portion 
of  the  month  during  which  the  order 
was  effective. 

The  term  "other  source  milk”  should 
be  defined  to  include  all  skim  milk  and 
butterfat  received  in  any  form  from  a 
source  other  than  producers  or  other 
handlers,  except  any  non-fluid  product 
received  and  dispo^  of  in  the  same 
form.  Milk  produced  by  producer- 
handlers  is  not  available  for  regular 
purchases  by  handlers,  particularly 
during  the  short  production  season. 
Producer-handlers  normally  distribute 
nearly  all  of  their  production  in  the 
form  of  Class  I  products  during  most  of 
the  year.  During  the  flush  months,  they 
may  dispose  of  seasonal  reserve  milk  to 
handlers  in  the  market  but  such  milk 
is  not  needed  in  addition  to  regular 
producer  receipts  at  this  time  of  year. 
This  milk  should  not  be  pooled  and 
thereby  credited  with  Class  I  utilization 
normally  supplied  by  regular  producers. 
The  pooling  of  this  reserve  milk  would 
result  in  producer-handlers  realizing 
higher  average  returns  for  milk  than 
regular  producers.  It  is  concluded, 
therefore,  that  such  receipts  from  pro¬ 
ducer-handlers  should  be  handled  as 
other  source  milk  and  thus  allocated  to 
the  lowest  priced  available  utilization 
In  the  receiving  handler’s  plant.  Non- 
fluid  milk  products  received  and  dis¬ 
posed  of  in  the  same  form  such  as  but¬ 
ter  and  other  packaged  manufactured 


products  should  be  excluded  as  other 
source  milk.  Reporting  by  handlers  of 
such  products  as  other  source  milk  is 
not  necessary  to  carry  out  the  classifi¬ 
cation,  allocation  and  pricing  functions 
of  the  order. 

The  term  "producer  milk”  should  be 
defined  to  mean  any  skim  milk  or  butter- 
fat  contained  in  milk  received  directly 
from  producers  by  a  handler  or  from 
other  handlers.  Transfers  of  milk  be¬ 
tween  handlers  will  be  considered  as 
producer  milk  in  applying  the  ti'ansfer 
and  allocation  provisions  of  the  order 
thus  providing  for  the  allocation  of  milk 
received  from  producers  to  the  highest 
priced  class  utilization  available  in  both 
handlers’  plants.  The  use  of  this  term 
will  facilitate  the  construction  of  order 
language  in  various  other  provisions. 

2.  The  Class  I  pricing  provisions  should 
be  amended  to  incorporate  revised  in¬ 
dexes  of  wholesale  prices  and  New  Or¬ 
leans  department  store  sales. 

Under  the  present  order,  the  Class  I 
price  is  determined  from  a  base  price  by 
applying  a  composite  index  (1925-29  = 
100)  consisting  of  the  index  of  W’holesale 
prices  in  the  United  States,  the  index  of 
department  store  sales  in  New  Orleans, 
and  an  index  of  local  feed-labor  prices. 
In  accordance  with  a  general  govern¬ 
mental  policy,  the  indexes  of  w’holesale 
prices  and  department  store  sales  re¬ 
cently  have  been  revised  and  are  now 
published  on  a  post-war  base  writh  1947- 
49  equaling  100.  It  is  therefore  neces¬ 
sary  to  change  the  Class  I  pricing 
formula  to  incorporate  these  revised 
indexes. 

The  testimony  indicates  that  the  rela¬ 
tive  influence  of  the  indexes  comprising 
the  component  index,  may  be  improved 
and  a  desired  degree  of  stability  may  be 
achieved  by  applying  a  more  recent  base 
in  computing  the  composite  index  rather 
than  the  1925-29  base  now  used.  For 
these  reasons  and  also  to  permit  the 
direct  use  of  the  two  revised  indexes  as 
published  without  adjustment,  it  is  con¬ 
cluded  that  the  1947-49  base  period 
should  be  adopted  for  the  composite  in¬ 
dex.  The  factors  used  in  converting 
wage  rates  and  feed  prices  to  an  index 
must  be  changed  to  reflect  their  respec¬ 
tive  1947-49  averages  as  follows:  Prices 
paid  by  Louisiana  farmers  for  mixed 
feed,  $4.34  per  hundredweight;  daily 
farm  wages  without  room  or  board— 
Louisiana,  $3.18  and  Mississippi,  $3.21. 
The  testimony  supports  the  incorpora¬ 
tion  of  the  new  indexes  so  as  to  provide 
approximately  the  same  relative  level  of 
Class  I  prices  as  have  resulted  from  the 
present  formula,  during  1951  and  the 
early  months  of  1952  for  which  prices 
w’ere  available  at  the  time  of  the  hearing. 
During  this  15 -month  period,  the  aver¬ 
age  price  resulting  from  the  pre.sent 
Class  I  formula  was  $6.32  per  hundred- 
W'eight.  The  revised  composite  index 
for  this  same  period  averaged  110.8. 
Thus,  in  order  for  the  revised  formula  to 
yield  an  average  price  of  $6.32  during  this 
period,  a  base  price  of  $5.70  must  be  used 
in  place  of  the  present  formula  base 
price  of  $2.59.  It  is  concluded,  there¬ 
fore,  that  a  base  price  of  $5.70  should  be 
Incorporated  in  the  revised  Class  I  prio 
Ing  formula. 
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3.  The  supply-demand  provisions  of 
the  Class  I  pricing  arrangement  should 
be  changed. 

The  supply -demand  adjustment  is  a 
device  which  accomplishes  adjustments 
In  the  Class  I  price  when  supplies  of  milk 
get  out  of  line  with  sales.  With  this  type 
of  adjustment  prices  are  automatically 
raised  when  the  indicated  level  of  sup¬ 
plies  are  short,  relative  to  sales,  and  are 
lowered  when  supplies  are  excessive. 
The  Class  I  price  along  with  other  provi¬ 
sions  of  the  order  is  intended  to  assure 
the  market  of  an  adequate  supply  of  milk. 
The  economic  type  formula  has  been 
adopted  to  assist  in  achieving  this  goal 
by  keeping  milk  prices  adjusted  to 
general  economic  conditions.  A  supply- 
demand  adjustment  adds  a  further  self- 
adjusting  element  in  the  pricing  formula 
to  reflect  local  and  other  influences  on 
production  and  sales  that  may  not  be 
fully  expressed  by  the  economic  formula. 

At  the  time  this  formula  was  adopted 
In  1949,  a  supply-demand  provision  was 
incorporated  in  the  order.  That  provi¬ 
sion  calls  for  an  increase  in  the  Class  I 
price  of  22  cents  per  hundredweight  if  the 
total  volume  of  producer  milk  received 
by  handlers  during  the  preceding  5- 
month  period  of  October  through  Febru¬ 
ary  is  less  than  110  percent  of  Class  I 
sales;  conversely,  the  Class  I  price  is  de¬ 
creased  by  the  same  amount  if  producer 
receipts  exceed  115  percent  of  total 
Class  I  sales.  This  type  of  a  supply- 
demand  arrangement  for  adjusting 
prices  during  the  following  12  months 
has  not  been  satisfactory  for  the  New 
Orleans  market.  Suspension  action  was 
necessary,  effective  March  1,  1951.  This 
experience  indicates  that  there  is  a  need 
to  change  the  supply-demand  arrange¬ 
ment  to  provide  a  method  for  adjust¬ 
ment  of  prices  as  soon  as  possible  after 
an  oversupply  or  shortage  of  milk  is  indi¬ 
cated.  This  may  be  accomplished,  as 
proposed  by  producers,  by  adjustments 
In  the  Class  I  price  each  month.  To  ap¬ 
ply  a  monthly  adjustment  in  price,  in 
view  of  the  seasonal  variation  in  receipts 
cf  milk  from  producers  and  in  Class  I 
sales,  it  is  necessary  to  establish  a  repre¬ 
sentative  or  desired  monthly  relation¬ 
ship  of  receipts  and  sales  to  which  the 
current  relationship  may  be  compared. 
An  analysis  of  changes  in  receipts  and 
sales  shows  that  the  relationship  prevail¬ 
ing  during  the  two  most  recent  months 
for  which  data  are  available  to  the  mar¬ 
ket  administrator  preceding  the  an¬ 
nouncement  of  the  Class  I  price,  offers 
the  most  reliable  basis  for  predicting 
conditions  and  making  the  necessary 
adjustment  in  such  price. 

A  consideration  of  the  market  data  for 
the  past  several  years,  indicates  that  the 
average  relationship  of  receipts  to  Class  I 
utilization  during  the  two-year  period, 
October  1949  through  September  1951, 
'■ill  provide  the  most  reasonable  bench¬ 
mark  for  developing  a  seasonal  supply- 
demand  index.  During  this  period,  pro¬ 
ducer  receipts  in  relation  to  Class  I  util- 
i^tion  were  lowest  for  the  two  months 
October  and  November  and  averaged  109 
percent  (Table  1).  During  the  “short” 
production  months  of  this  1949-1951  pe- 
flod.  between  one  and  two  percent  of  the 
wtal  Class  I  utilization  in  the  market 
'as  derived  from  other  source  milk.  In 


order  to  compensate  for  this  imported 
milk  and  allow  for  some  further  improve¬ 
ment  in  the  seasonal  pattern  of  produc¬ 
tion,  it  is  concluded  that  the  supply-de¬ 
mand  index  derived  from  data  for  the 
months  of  September,  October,  and  No¬ 
vember  should  be  increased  2  points  and 
the  ind?x  derived  from  data  for  the 
months  of  March,  April,  and  May  should 
be  decreased  2  points.  Although  the  ef¬ 
fect  of  this  adjustment  is  incidental  to 
the  principal  objective,  a  minute  degree 
of  seasonal  variation  in  the  Class  I  price 
may  result.  Substantial  changes  in  the 
seasonal  pattern  of  production  or  in 
Class  I  sales  over  a  period  of  time,  of 
course,  may  necessitate  a  revision  of  the 
representative  seasonal  index.  A  change 
of  approximately  2  cents  per  point  de¬ 
viation  between  the  current  index  and 
the  representative  index  offers  a  reason¬ 
able  basis  for  adjusting  the  Class  I  price. 

Tapi.e  I— PrrrLT-nEMAM>  Intf.t  B\SEn  on  Two 
R'onth  Movivr,  .Werahe  Ratios  or  Producer  Milk 
Keteipts  to  Orops  Clvss  I  Sales,  October  1950 
Throl'uh  Seftemhek  1951 
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An  adjustment  based  on  the  supply- 
utilization  ratio  for  as  short  a  period  as 
2  months  may  reflect  minor  random 
changes  in  this  ratio  which  are  not  in¬ 
dicative  of  actual  trends.  It  is  necessary, 
therefore,  to  provide  for  some  method  of 
stabilizing  this  adjustment  and  of  limit¬ 
ing  it  as  to  total  magnitude.  This  has 
been  accomplished  by  grouping  the  per¬ 
centage  deviations  and  setting  limits  on 
the  amount  of  the  adjustment  (see 
§  942.50  (e)  (1)  (iii)  of  the  order  set 
forth  below ) .  The  percents  ge  groups  are 
in  such  intervals  that  no  adjustment  oc¬ 
curs  until  the  current  ratio  is  3  or  4 
percentage  points  above  or  below  the 
representative  index.  The  next  percent¬ 
age  group  applies  to  deviations  of  6  or  7 
percentage  points.  In  case  a  deviation 
falls  between  groups,  the  adjustment 
amount  is  determined  by  the  adjacent 
group  which  is  the  same  as  or  nearest  to 
the  percentage  group  used  in  the  previ¬ 
ous  month.  For  example,  a  deviation  of 
5  percentage  points  would  require  the 
use  of  the  group  which  includes  3  or  4 
percent  if  the  adjustment  during  the 
previous  month  had  been  determined  by 
that  group  or  a  lower  one.  On  the  other 
hand,  a  5  point  difference  would  provide 
for  an  adjustment  based  on  the  6  or  7 
percent  group  if  the  adjustment  during 
the  previous  month  had  been  determined 
by  the  latter  or  a  higher  group.  In  the 
first  month  in  which  the  amending  order 
providing  this  adjustment  is  effective,  if 
the  applicable  deviation  percentage  falls 


between  groups,  the  adjustment  amount 
shall  be  determined  by  the  group  nearest 
to  a  deviation  percentage  calculated 
without  rounding  to  the  nearest  whole 
number. 

The  application  of  1950  and  1951  data 
in-  this  proposed  supply-demand  ar¬ 
rangement  and  the  revised  Class  I  price 
formula  proposed  above,  results  in  an 
average  Class  I  price  for  1950  of  $5.79  as 
compared  with  $5.87  under  the  present 
order.  In  1951  the  Class  I  price  would 
have  been  $6.29  as  compared  with  $6.21 
actually  received  by  producers.  Because 
receipts  of  milk  from  producei’s  de¬ 
creased  relative  to  Class  I  sales  during 
the  latter  part  of  1951  and  the  first  few 
months  of  1952,  the  Class  I  price  for  the 
first  3  months  of  1952  would  have  been 
increased  an  average  of  17  cents  per 
hundredweight.  Handlers  paid  pre¬ 
miums  averaging  approximately  6  cents 
per  hundredweight  during  this  period 
and  thus,  the  actual  difference  is  11 
cents  per  hundredweight.  As  long  as 
receipts  of  producer  milk  in  relation  to 
Class  I  utilization  are  less  than  the  cor¬ 
responding  indexes  proposed  herein,  the 
Class  I  price  differential  should  be  in¬ 
creased  in  order  to  assure,  this  market 
of  an  adequate  supply  of  milk.  A  cor¬ 
responding  reduction  in  the  Class  I  price 
will  result  if  receipts  of  milk  from  pro¬ 
ducers  in  relation  to  Class  I  utilization 
exceeds  the  representative  schedule 
figure.  Under  such  circumstances,  this 
supply-demand  adjustment  coupled  with 
the  formula  method  of  establishing 
Class  I  prices  will  assure  Class  I  prices 
w’hich  will  reflect,  in  a  large  measure, 
local  supply  and  demand  conditions. 

Other  provisions  of  the  Class  I  pricing 
section  discussed  at  the  hearing  relate 
to:  the  determination  cf  equivalent 
prices  or  index  numbers,  the  basis  for 
determining  the  mileage  (zone  price  ad¬ 
justments)  applicable  to  Class  I  milk 
received  at  plants  located  outside  the 
marketing  area,  and  the  bracketing  of 
Class  I  price  changes. 

In  case  a  price  or  prices  for  milk  or 
any  milk  products  specified  by  the  pres¬ 
ent  pricing  provisions  of  the  order  are 
not  reported  or  published  in  the  manner 
described  therein,  the  Secretary  is  re¬ 
quired  to  determine  a  price,  equivalent 
or  comparable  to  the  price  specified.  In 
view  of  the  fact  that  prices  cf  other 
commodities  and  index  numbers  are  now 
used  in  the  Class  I  price  formula, 
§  942.5  (e)  should  be  broadened  to  in¬ 
clude  such  other  prices  and  indexes. 

Handlers  proposed  that  the  language 
of  the  order  be  modified  to  specifically 
state  that  the  market  administrator  use 
the  “practical”  highway  mileage  in  de¬ 
termining  the  zone  location  of  country 
plants.  This  proposal  was  supported  on 
the  basis  that  one  of  the  leading  high¬ 
ways  now  used  is  a  military  highway 
which  might  be  closed  to  commercial 
traffic  in  case  of  an  emergency.  Under 
the  present  order,  the  zone  is  determined 
by  the  market  administrator  on  the  basis 
of  rail  or  “highway  mileage  distance.” 
The  present  language  w’ould  not  preclude 
the  application  of  the  distance  based  on 
the  shortest  highway  distance  available 
to  commercial  traffic.  There  is  no  need 
for  a  revision  of  the  present  language. 
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Handlers  operating  more  than  one 
country  plant  raised  some  objection  to 
the  application  of  the  Class  I  location 
adjustment  first  to  milk  received  nearest 
to  the  marketing  area.  Handlers  argue 
that  this  does  not  always  conform  to 
practical  operations  and  that  the  quan¬ 
tity  of  milk  to  which  location  adjust¬ 
ments  are  applicable  should  be  prorated 
among  all  country  plants  operated  by 
the  handler.  The  present  provision 
should  not  be  changed  because  it  con¬ 
forms  to  good  marketing  practice  and 
tends  to  encourage  the  most  economical 
use  of  marketing  facilities  and  develop¬ 
ment  of  the  milkshed  in  that,  it  encour¬ 
ages  the  use  of  nearby  milk  for  fluid  pur¬ 
poses  and  the  milk  located  at  greater 
distances  for  manufacture. 

*  It  was  also  requested  that  the  pricing 
provisions  provide  Class  I  price  changes 
in  intervals  of  20  to  22  cents  per  hun¬ 
dredweight.  Under  the  proposed  for¬ 
mula.  the  Class  I  price  will  change  in 
intervals  of  5.7  cents  for  each  point 
change  in  the  composite  index  and  the 
supply-demand  arrangement  provides 
for  adjustments  in  6  or  7  cent  intervals. 
Handlers  favored  a  22  cent  bracket  sys¬ 
tem  in  order  to  provide  Class  I  price 
changes  equivalent  to  one-half  cent  per 
quart.  They  argued  that  this  would 
facilitate  retail  price  changes  and  con¬ 
form  with  the  general  price  ceiling  regu¬ 
lations  which  permit  minimum  ceiling 
price  changes  of  one-half  cent  per  quart. 
The  testimony  indicates  that  over  a  pe¬ 
riod  of  time,  there  w'ill  be  little,  if  any, 
difference  in  the  returns  to  producers  (or 
handlers’  costs  of  Class  I  milk)  under 
the  present  or  the  bracket  system  of 
pricing.  Experience  has  shown  a  22  cent 
supply-demand  arrangement  to  be  un¬ 
satisfactory  in  this  market  because  of  its 
application  in  bracketed  amounts  of  this 
size  and  consequence.  It  is  concluded 
that  it  would  be  generally  unsatisfactory 
to  refrain  from  applying  appropriate 
adjustments  in  the  Class  I  price  until 
the  adjustment  had  reached  the  22  cent 
level. 

4.  The  Class  III  milk  pricing  formula 
should  not  be  changed. 

Producers  proposed  that  the  Class  III 
price  (applicable  to  milk  for  manufac¬ 
turing  uses,  except  cheese  other  than 
Cheddar  and  ice  cream)  be  increased 
approximately  25  cents  per  hundred¬ 
weight  by  changing  the  formula  for  de¬ 
termining  the  butterfat  value.  The 
price  for  skim  milk  utilized  in  Class  III 
milk  would  not  be  changed.  The  present 
method  for  determining  the  hundred¬ 
weight  butterfat  price  for  Class  III  usage 
is  to  multiply  by  100  the  average  daily 
wholesale  price  per  pound  of  92 -score 
butter  in  the  Chicago  market  during  the 
delivery  period.  Under  producers’  pro¬ 
posal.  7  cents  would  be  deducted  from 
such  butter  price  and  the  result  multi¬ 
plied  by  120. 

In  support  of  their  proposal,  pro¬ 
ducers  showed  that  the  Class  III  price 
for  4  percent  milk  during  the  past  sev¬ 
eral  years  has  been  less  than  the  aver¬ 
age  price  paid  by  certain  Mississippi 
milk  manufacturing  plants.  They  con¬ 
tended  that  Class  III  prices  should  be 
increased  more  nearly  in  accordance 
with  the  prices  paid  by  these  plants. 


It  is  generally  recognized  that  reserve 
milk  from  a  fluid  market  used  in  man¬ 
ufactured  products  should  return  to  pro¬ 
ducers  at  least  the  competitive  price  for 
manufacturing  milk  in  the  area.  This 
basis  of  pricing  is  diflBcult  to  apply  in 
the  New  Orleans  market  because  of  the 
small  amount  of  milk  produced  for 
manufacturing  purposes  in  or  near  the 
milkshed.  There  are  exceptionally  lim¬ 
ited  manufacturing  facilities  located  in 
the  marketing  area  for  processing  re¬ 
serve  milk.  There  is  but  one  milk  man¬ 
ufacturing  plant  located  in  the  entire 
milkshed.  This  plant,  partially  owned 
by  a  handler,  has  facilities  for  the  con¬ 
version  of  limited  quantities  of  whole 
milk  tp  cream  chiefly  for  use  in  ice  cream 
(Class  II  milk),  and  nonfat  dry  milk 
solids.  Since  butterfat  used  for  ice 
cream  is  classified  and  priced  in  Class 

II  milk,  the  proposal  would  not  affect 
the  returns  to  producers  for  reserve  milk 
utilized  at  this  plant. 

The  next  closest  manufacturing  out¬ 
let  for  reserve  milk  is  located  in  Missis¬ 
sippi.  approximately  150  miles  from  New 
Orleans  and  35  miles  outside  the  pe¬ 
riphery  of  the  supply  area.  This  plant, 
a  subsidiary  of  a  handler,  utilizes  trans¬ 
ferred  producer  milk  primarily  in  butter- 
powder  operations.  Facilities  also  are 
available  for  the  production  of  con¬ 
densed  milk  and  ice  cream  mix. 

The  two  aforementioned  plants  do  not 
have  sufficient  facilities  to  handle  all  of 
the  seasonal  reserve  milk  from  the  New 
Orleans  market.  Aside  from  very  lim¬ 
ited  manufacturing  facilities  at  Baton 
Rouge,  the  only  other  outlet  for  reserve 
milk  is  180  miles  beyond  the  northern 
limit  of  the  milkshed  and  300  miles  from 
New  Orleans,  This  plant  engages  in  the 
production  of  evaporated  milk.  A  sub¬ 
stantial  portion  of  the  seasonal  reserve 
from  the  New  Orleans  market  has  been 
transferred  to  this  outlet.  Because  of 
the  distance  involved,  reserve  milk  can¬ 
not  be  diverted  directly  from  the  farm 
to  this  manufacturing  outlet.  Such  milk 
must  be  received  at  handlers’  plants, 
refrigerated  and  accumulated  in  suflB- 
cient  quantities  to  warrant  tank  truck 
deliveries. 

It  is  generally  accepted  that  competi¬ 
tion  in  the  open  market  has  established 
lower  paying  prices  for  milk  used  in 
butter-powder  operations  than  for  milk 
used  in  the  production  of  evaporated 
milk.  Inasmuch  as  the  former  type 
operation  is  the  only  nearby  manufactur¬ 
ing  outlet  available,  and  because  of  the 
long  distance  involved  in  transferring 
milk  to  Mississippi  evaporating  plants, 
it  appears  that  a  Class  III  price  of  some¬ 
what  less  than  prices  paid  by  these 
plants  is  appropriate  for  this  market. 
The  prices  resulting  from  the  present 
Class  III  formula  in  conjunction  with  the 
individual-handler  pooling  arrangement 
have  not  encouraged  handlers  to  expand 
Class  III  manufacturing  operations. 

For  these  reasons,  it  is  concluded  that 
no  change  should  be  made  in  the  Class 

III  pricing  formula  at  this  time. 

5.  The  classification  provisions  of  the 
order  should  be  revised. 

Producers  proposed  that  the  definition 
of  Class  I  milk  be  revised  to  include  con¬ 
centrated  milk  and  yogurt.  Concen¬ 
trated  milk  is  fluid  milk  from  which  a 


portion  of  the  w’ater  is  removed  by  the 
means  of  heat  in  the  presence  of  a  vac¬ 
uum.  It  may  be  distributed  in  either 
liquid  or  frozen  form.  To  date,  concen¬ 
trated  milk  has  not  been  sold  in  the  New 
Orleans  market;  however,  it  is  now  being 
distributed  in  a  number  of  fluid  milk 
markets  throughout  the  country.  Yogurt 
and  concentrated  milk  for  disposition  in 
the  marketing  area  are  required  by  the 
applicable  health  ordinances  to  bo  made 
from  Grade  A  milk.  They  are  disposed 
of  in  fluid  form  to  the  same  retail  and 
wholesale  outlets  as  bottled  fluid  milk 
and  other  products  now  classified  as 
Class  I  milk.  Although  the  present  class 
definitions  have  been  construed  to  in¬ 
clude  these  products  as  Class  I  milk,  it 
appears  desirable  to  clarify  these  defini¬ 
tions.  The  order  language  would  be  im¬ 
proved  by  specifically  listing  these  prod¬ 
ucts  along  with  fluid  milk  and  other  fluid 
milk  products  in  the  Class  I  definition. 
Under  the  present  classification  scheme. 
Class  I  milk  is  defined  as  all  skim  milk 
and  butterfat,  the  utilization  of  which 
is  not  established  as  Class  II  milk  and 
Class  III  milk.  Class  II  milk  includes 
skim  milk  and  butterfat  used  in  ice  cream 
and  cheese,  other  than  Cheddar.  Class 
III  milk  is  defined  as  all  skim  milk  and 
butterfat  disposed  of  other  than  in  cer¬ 
tain  specific  products  including  those 
listed  in  Class  II  milk.  These  definitions 
would  be  clarified  by  direct  and  more  spe¬ 
cific  definitions  for  each  class.  Class  I 
milk  should  be  defined,  therefore,  to  in¬ 
clude  all  skim  milk  and  butterfat  (a) 
disposed  of  as  milk,  skim  milk,  cream,  or 
any  mixture  (except  ice  cream  and 
frozen  mixes)  of  milk  or  skim  milk  and 
cream,  buttermilk,  yogurt,  flavored  milk 
drinks  (including  eggnog),  (b)  used  to 
produce  concentrated  milk,  and  (c)  not 
specifically  accounted  for  as  Class  I-A, 
Class  II  and  Class  III  milk.  Conform¬ 
ing  changes  should  be  made  in  the  Class 
III  definition. 

A  handler  proposed  that  skim  milk 
and  butterfat  disposed  of  as  sterilized 
milk  for  export  be  classified  as  Class  II 
milk.  Sterilized  milk  is  fluid  milk  that 
is  hermetically  sealed  in  cans  and  ster¬ 
ilized.  It  differs  from  evaporated,  con¬ 
densed,  and  other  canned  milk  products 
in  that  it  is  not  concentrated.  This 
product  is  relatively  stable  and  may  be 
stored  for  a  considerable  period  of  time 
without  refrigeration.  It  may  be  man¬ 
ufactured,  therefore,  during  the  flush 
production  season  from  market  reserves 
and  stored  for  delivery  during  the  short 
production  season.  At  the  present  time, 
this  product  is  being  produced  on  an  ex¬ 
perimental  basis  in  conjunction  with  a 
handler’s  regular  fluid  milk  operations. 
In  the  immediate  future,  this  handler 
expects  to  dispose  of  sterilized  milk 
solely  in  export  channels  for  military 
and  foreign  consumption.  The  testi¬ 
mony  indicates  that  he  desires  to  use 
local  producer  milk  at  times  when  re¬ 
serve  milk  is  available  in  the  market. 
At  the  present  time,  ungraded  milk  may 
be  used  to  produce  sterilized  milk  for 
military  and  other  export  outlets. 

Under  the  present  order,  skim  milk 
and  butterfat  used  for  sterilized  milk 
is  classified  and  priced  as  Class  I  milk. 
The  proponent  testified  that,  in  order  to 
use  producer  milk  for  this  product  and 
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be  able  to  compete  In  the  export  market, 
such  milk  must  be  priced  lower  than  the 
Class  I  price.  No  specific  pricing  plan 
was  proposed  at  the  hearing  but  the 
handler  testified  that  milk  used  in  this 
product  should  return  to  local  producers 
something  more  than  the  Class  II  price. 
The  testimony  indicated  that  the  price 
should  bear  an  appropriate  relationship 
to  the  competitive  price  for  good  quality 
manufacturing  milk.  According  to  the 
record,  this  would  be  the  manufacturing 
price  in  the  more  dense  midwestern 
manufacturing  milk  production  area 
plus  transportation  to  New  Orleans. 

In  view  of  the  fact  that  sterilized  milk 
may  be  made  from  ungraded  milk  and  it 
may  offer  an  outlet  for  some  seasonal  re¬ 
serve  milk  from  the  New  Orleans  mar¬ 
ket.  it  appears  appropriate  to  price  milk 
used  for  this  purpose,  during  the  months 
when  seasonal  reserves  are  available,  be¬ 
low  the  Class  I  price  but  somewhat 
higher  than  the  Class  II  price.  The 
utilization  of  such  reserve  milk  at  prices 
slightly  higher  than  the  Class  II  price 
would  increase  the  return  to  local  pro¬ 
ducers  for  milk. 

The  so-called  18  condensery  price  is' 
considered  as  representative  of  the  pre¬ 
viously  mentioned  midwestern  manufac¬ 
turing  prices  for  3.5  percent  butterfat 
content  milk.  Proponents  indicated 
that  a  3.5  percent  sterilized  milk  would 
be  produced.  Using  the  prices  prevail¬ 
ing  during  the  months  of  March  through 
August  1950  and  1951,  and  adding  a 
transportation  allowance  from  midwest- 
era  areas  to  New  Orleans  of  $1.25  per 
hundredweight,  the  resulting  average 
price  was  approximately  80  percent  of 
the  Class  I  price  under  Order  42  for  3.5 
percent  milk. 

As  shown  above,  the  proposal  submit¬ 
ted  for  hearing  and  the  testimony  of  pro¬ 
ponents  was  concerned  primarily  with 
the  pricing  of  milk  used  for  sterilized 
milk  during  the  flush  production  season 
and  for  disposition  in  export  channels. 
It  was  concluded  in  the  recommended 
decision,  therefore,  that  a  special  pric¬ 
ing  arrangement  applicable  only  during 
the  flush  production  season  and  to  milk 
Intended  for  export  would  meet  the  im¬ 
mediate  future  needs  of  the  market. 
Proponents  in  their  brief  had  argued  for 
a  special  price  applicable  to  all  milk  used 
ior  sterilized  milk  for  export  regardless 
of  the  season  of  the  year  produced. 

Further  consideration  of  this  classifi¬ 
cation  and  pricing  problem  indicates 
that  it  would  be  more  logical  to  apply  the 
same  pricing  scheme  to  such  milk  used 
for  either  domestic  or  export  disposition. 
It  is  concluded  that  a  new  class.  Class 
I-A  milk,  should  be  established  for  steri¬ 
lized  milk.  Milk  used  in  this  product, 
therefore,  would  not  enter  into  the  cal¬ 
culation  of  the  Class  I  supply-demand 
index.  Skim  milk  and  butterfat  used  in 
sterilized  milk  during  the  months  of 
March  through  August  should  be  priced 
at  80  percent  of  the  Class  I  prices  as  pro- 
l^ded  in  §  942.50  of  the  order  for  the  60- 
"1  mile  zone.  These  are  the  months 
'^hen  reserves  of  milk  In  the  market  are 
jnore  than  adequate  to  meet  variations 
m  Class  I  milk  requirements.  Pi'oducer 
tnilk  utilized  in  sterilized  milk  in  other 
®onths  of  the  year  should  be  priced  at 
iue  regular  Class  I  price.  The  record 


shows  no  reason  why  local  Grade  A  pro¬ 
ducer  milk  should  be  utlized  for  sterilized 
milk  during  the  same  period  of  the  year 
that  the  market  is  relatively  short  of 
milk  in  relation  to  its  fluid  requirements 
and  particularly  at  prices  low’er  than 
are  now  needed  to  attract  a  sufficient 
supply  to  meet  these  requirements. 

A  proposal  w’as  made  to  amend  the 
transfer  provisions  of  the  order  to  pro¬ 
vide  for  the  classification  of  fluid  cream 
transferred  during  September  through 
February  to  a  person,  other  than  a  han¬ 
dler  who  distributes  fluid  milk  or  cream, 
in  the  same  manner  that  transfers  of 
both  fluid  milk  and  cream  are  now  clas¬ 
sified  during  March  through  August. 
Under  this  proposal,  any  skim  milk  or 
butterfat  in  cream  transferred  to  a  non¬ 
handler  at  any  time  would  be  allocated 
to  the  highest  price  classification  re¬ 
maining  in  such  non-handler’s  plant 
after  first  subtracting  receipts  of  milk  di¬ 
rectly  from  dairy  farmers  at  such  plant 
from  the  highest  price  classification 
available.  Under  the  present  order, 
such  transfers  of  milk  or  cream  during 
October  through  February  are  classified 
as  Class  I  milk.  The  order  also  provides 
for  the  classification  of  milk  transferred 
to  unregulated  plants,  not  engaged  in 
fluid  distribution,  according  to  the  class 
in  which  the  market  administrator  de¬ 
termines  it  was  used.  Obviously,  the 
market  administrator  must  apply  some 
method  of  allocation  to  carry  out  this 
provision.  The  order  should  specifi¬ 
cally  set  forth  the  method  to  be  followed. 
The  entire  transfer  section  of  the  order 
should  be  redrafted  to  provide  a  uniform 
method  of  classifying  all  milk  trans¬ 
ferred  to  nonfluid  milk  plants  azid  to 
simplify  and  eliminate  obsolete  order 
language. 

Under  the  classification  provisions,  if 
a  handler  receives  milk  from  outside 
sources,  local  producer  milk  is  allocated 
to  the  highest  price  class  available  In 
such  handler's  plants.  In  case  New  Or¬ 
leans  producer  milk  is  transferred  to  a 
nonregulated  plant,  it  is  reasonable  that 
credit  for  Cla.'^s  I  and  Class  II  utilization 
in  such  plant  likewise  should  be  allocated 
first  to  local  dairy  farmers  customarily 
supplying  such  plant.  Milk  transferred 
from  the  New  Orleans  market  would  then 
take  any  remaining  Class  I  and  Class  II 
utilization.  This  method  of  classifica¬ 
tion  is  appropriate  for  both  transfers  of 
milk  to  ncn-regulated  plants  engaged  in 
fluid  disposition  and  to  those  not  so  en¬ 
gaged.  If  the  transferee  plant  has  no 
Class  I  or  Class  II  utilization  and  the 
requirements  for  reports,  records  and 
verification  are  complied  with,  such 
transfers  would  then  be  classified  as  Class 
III  milk.  The  recommended  change  not 
only  eliminates  the  necessity  for  different 
methods  of  classification  during  certain 
months  or  a  separate  provision,  as  pro- 
,  posed,  applicable  to  cream  only,  but  it 
also  greatly  simplifies  the  transfer  pro¬ 
visions.  The  provisions  of  the  current 
order  should  be  retained  w'hich  provide 
that  such  transfers  of  milk  shall  be  Class 
I  milk  unless  the  transferee  plant  main¬ 
tains  and  makes  available  for  verifica¬ 
tion,  if  requested,  books  and  records 
showing  the  utilization  of  receipts  at  such 
plant. 


Handlers  also  suggested  that  the  allo¬ 
cation  provisions  be  modified  to  provide 
for  the  proration  of  other  source  milk 
during  specified  "short-season”  periods 
Instead  of  allocating  such  milk  first  to 
the  lowest  priced  available  utilization. 
The  testimony  fails  to  show  that  the 
present  method  of  allocation  is  unrea¬ 
sonable  in  providing  a  necessary  safe¬ 
guard  to  the  classification  plan.  The 
proration  of  other  source  milk  w’ould 
tend  to  reduce  returns  to  producers 
under  supply  conditions  that  w'ould  indi¬ 
cate  a  need  for  increased  rather  than 
decreased  returns.  No  change  should  be 
made  in  the  allocation  provisions.  Other 
provisions  of  the  classification  section 
have  been  rewritten  to  incorporate  re¬ 
vised  terms  and  eliminate  unnecessary 
and  obsolete  language.  No  change  is 
intended  in  the  context  of  those  provi¬ 
sions  not  otherwise  discussed  herein. 

6.  The  base  and  excess  plan  should  be 
changed  by  substituting  March  for  Sep¬ 
tember  in  the  base  operating  period. 

Producers  proposed  that  the  present 
ba.se  plan  be  amended  to  provide  for  the 
adjustment  of  all  bases  to  equal  Class  I 
sales  during  the  period  producers  are 
paid  base  and  excess  prices.  Another 
proposal  by  handlers  would  substitute 
September  for  March  in  the  period  for 
establishing  bases  and  March  for  Sep¬ 
tember  in  the  period  the  base  and  excess 
method  of  producer  payments  is  applied. 

Under  the  present  plan  (and  under 
producers’  proposal),  the  base  for  each 
producer  is  equal  to  his  average  daily 
deliveries  of  milk  during  the  base  form¬ 
ing  period  (October  through  March). 
The  monthly  base  applied  for  each  pro¬ 
ducer  during  the  base  operating  period 
(April  through  September)  is  equal  to 
his  average  daily  base  multiplied  by  the 
number  of  days  he  delivers  milk  in  each 
month.  For  deliveries  of  milk  up  to  his 
monthly  base  quantity,  the  producer  re¬ 
ceives  a  base  blend  price  and  for  de¬ 
liveries  over  base,  the  excess  price. 
When  Class  I  sales  are  less  than  base 
milk  deliveries,  the  excess  price  is  the 
Class  III  price.  The  base  blend  price  for 
each  handler  is  his  total  obligations  to 
producers  less  the  total  value  of  excess 
milk  divided  by  his  total  receipts  of  base 
milk.  Because  base  milk  delivered 
monthly  by  all  producers  usually  exceeds 
total  Class  I  utilization,  the  total  value 
of  base  milk  includes  the  value  derived 
from  some  milk  utilized  and  priced  in  a 
lower  classification.  Handlers’  base 
blend  prices,  therefore,  are  less  than  the 
Class.  I  price. 

Under  producers’  proposal,  the  base 
established  by  each  producer  would  be 
adjusted  (reduced)  in  each  month  of  the 
base  operating  period  by  applying  the 
percentage  that  the  Class  I  utilization 
of  the  handler,  receiving  the  producers’ 
milk,  is  of  his  total  receipts  of  base  milk. 
In  case  Class  I  utilization  were  equal  to 
or  greater  than  receipts  of  base  milk,  no 
adjustment  would  be  made.  The  pro¬ 
posed  plan  w’ould  result  in  a  base  price 
equal  to  the  Class  I  price  (paid  by  han¬ 
dlers  for  Class  I  utilization)  and  an  ex¬ 
cess  price  equal  to  the  Class  III  price. 
The  application  of  adjusted  bases  w'ould 
not  change  the  total  value  of  milk  de¬ 
livered  to  a  particular  handler  or  the 
amount  due  all  producers;  however,  it 
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would  change  the  total  amount  of  money 
paid  out  by  a  handler  to  individual  pro* 
ducers  in  any  given  month  as  well  as  the 
relative  returns  received  by  different  pro¬ 
ducers. 

It  would  not  be  administratively  feasi¬ 
ble  to  determine  adjusted  bases  and  an¬ 
nounce  base  and  excess  prices  which  will 
provide  an  exact  balance  between  each 
handler’s  obligations  and  the  total  of 
payments  due  individual  producers  in 
the  current  month.  This  is  because  some 
producers  may  deliver  less  than  their 
adjusted  ba.se  quantity  and  because  a 
quantity  of  milk  in  excess  of  total  ad¬ 
justed  bases  is  utilized  and  priced  to 
handlers  in  Class  II  milk,  while  the  Class 
III  price  would  be  used  for  determining 
the  amount  paid  producers  for  such  ex¬ 
cess  for  the  current  delivery  period. 
Producers  proposed  that  this  problem  be 
met  by  carrying  over  such  difference  to 
the  next  month  and  including  such  sum 
in  the  handlers’  obligation  on  a  “base- 
equivalent”  basis. 

Those  producers  delivering  no  more 
than  their  adjusted  base  quantity  would 
receive  a  higher  average  price  for  milk 
than  under  the  present  plan.  Under 
1951  conditions,  approximately  one- 
fourth  of  the  producers  w’ould  have 
realized  increased  gross  money  returns 
and  three-fourths  of  the  producers 
lower  returns.  During  April  through 
September  1951,  the  base  blend  price 
averaged  28  cents  per  hundredweight 
less  than  the  Class  I  price. 

Although  proponents  claimed  that 
producers  prefer  to  know  the  base  price 
in  advance  of  delivery,  their  proposal 
appears  to  give  producers  in  general  no 
greater  certainty  of  a  given  income  in 
advance  of  delivery  than  the  present 
plan.  The  plan  would  provide  a  known- 
base  price  in  advance  of  each  delivery 
period  but  the  producers’  base  quantity 
would  not  be  known  until  after  the  end 
of  the  delivery  period.  Adjusted  bases 
would  vary  in  accordance  with  changes 
in  the  handler’s  Class  I  utilization  and 
the  amount  of  the  “carry-over.”  Some 
producers  may  object  to  handlers  hold¬ 
ing  over  money  due  them  from  one 
month  to  the  next.  The  proposed 
change  also  would  complicate  the  base 
plan.  In  addition  to  the  monthly 
“carry-over”  for  each  handler  and  the 
necessity  of  computing  its  “base-equiva¬ 
lent.”  individual  producer  adjusted  bases 
would  have  to  be  calculated  each  month. 
These  diflaculties  argue  against  the  plan 
from  the  standpoint  of  administrative 
feasibility. 

One  objection  to  the  present  plan  w-as 
made  on  the  grounds  that  a  base  blend 
price  is  confusing  to  producers,  particu¬ 
larly  in  view  of  the  fact  that  in  several 
other  Louisiana  markets,  the  base  price 
is  equal  to  the  Class  I  price.  A  base 
blend  price  is  no  different  in  principle 
than  the  blend  price  applied  in  paying 
producers  during  other  months  of  the 
year.  Furthermore,  the  class  prices  are 
provided  in  the  order  primarily  to  de¬ 
termine  the  amount  of  each  handler’s 
obligation  to  his  producers  on  the  basis 
of  the  class  utilization  of  his  milk.  The 
base  plan,  on  the  other  hand,  is  a  method 
of  distributing  among  individual  pro¬ 
ducers  the  total  obligations  of  the  han¬ 
dler.  Under  the  proposed  plan  and  under 


the  present  plan,  the  excess  price  as  well 
as  the  base  price,  enters  into  the  deter¬ 
mination  of  the  amount  of  money  pay¬ 
able  to  most  producers  during  the  base 
operating  period. 

The  principal  argument  against  the 
present  plan  was  that  producers  who  de¬ 
liver  less  or  no  more  than  their  “ad¬ 
justed”  bases  (considered  by  proponents 
as  the  individual  producers’  share  of  the 
Class  I  sales)  receive  a  blend  base  price 
which  is  lower  than  the  Class  I  price. 
The  base  blend  price  reflects  the  lower 
utilization  value  of  an  amount  of  reserve 
milk  equal  to  the  difference  between 
total  delivered  base  milk  and  total  Class 
I  utilization  of  the  handler.  The  testi¬ 
mony  indicates  that  a  monthly  operating 
reserve  of  10  to  15  percent  of  Class  I 
sales  is  necessary  to  compensate  for 
daily  and  weekly  fluctuations  in  receipts 
and  sales.  The  maintenance  of  this  re¬ 
serve  is  a  desirable  phenomenon  and,  in 
fact,  its  maintenance  is  one  of  the  chief 
reasons  for  instituting  a  Federal  order 
to  stabilize  marketing  and  price  condi¬ 
tions,  All  producers  should  contribute 
to  the  maintenance  of  this  reserve.  The 
proposed  plan,  however,  w-ould  tend  to 
work  against  the  maintenance  of  a  nec¬ 
essary  reserve.  Under  the  proposed  plan 
those  producers  who  deliver  only  enough 
milk  to  cover  Class  I  requirements  dur¬ 
ing  the  period  when  bases  apply  (and 
who  therefore  do  not  contribute  to  the 
necessary  reserve)  would  receive  the 
highest  prices.  Those  producers  w-ho 
produce  enough  milk  for  Class  I  use  plus 
an  amount  for  the  necessary  reserve 
would  be  penalized  under  the  plan.  At 
the  present  time,  during  the  period  of 
flush  production,  there  appears  to  be  no 
immediate  danger  that  the  necessary 
reserve  w'ould  be  eliminated  by  the  ap¬ 
plication  of  the  plan.  The  tendency, 
however,  would  be  in  that  direction  be¬ 
cause  those  producers  who  produce  dur¬ 
ing  the  period  when  bases  apply  in  a 
manner  consistent  with  the  needs  of 
the  market  would  be  penalized  while 
those  producers  who  are  not  so  produc¬ 
ing  would  be  placed  at  an  advantage. 
Actually  the  plan  appears  to  be  based 
on  a  misunderstanding  of  the  ends  to  be 
gained  by  the  base  plan.  The  purpose 
of  the  base  plan  is  not  primarily  one  of 
allocating  Class  I  sales  among  pro¬ 
ducers;  rather,  the  purpose  is  to  allocate 
the  proceeds  from  the  sale  of  milk  among 
all  producers  in  such  a  way  as  to  obtain 
a  reasonably  even  production  of  milk 
throughout  the  year. 

The  proposed  change,  as  contended  by 
producers,  undoubtedly  would  offer 
greater  incentive  for  lower  receipts  of 
milk  during  the  summer  months.  In 
fact,  the  plan  offers  the  greatest  possible 
gross  returns  to  those  producers  who  es¬ 
tablish  a  production  pattern  inverse  to 
the  present  seasonal  pattern  of  the  mar¬ 
ket.  It  is  quite  possible,  however,  that 
many  producers,  who  produce  relatively 
more  milk  in  the  summer  months  but 
who  contribute  to  the  market  supply  dur¬ 
ing  the  fall  months  when  additional  milk 
Is  needed,  may  be  forced  to  discontinue 
production  as  a  result  of  decreased  re¬ 
turns  or  of  increased  costs  involved  in 
achieving  a  more  uniform  or  even  an  in¬ 
verse  pattern  of  production.  ’Thus,  a 
more  stringent  application  of  the  base 


plan  as  proposed  could  very  w’ell  result 
in  a  loss  of  producers  and  a  serious  short¬ 
age  of  milk  under  the  same  relative  Cla.ss 
I  price  level  as  now  prevails  or  the  con¬ 
sequent  necessity  for  a  higher  Class  I 
price  level  than  under  the  present  plan. 
Even  though  all  of  these  basic  consid¬ 
erations  cannot  be  fully  appraised  by  the 
record  evidence,  they  nevertheless  raise 
further  doubts  as  to  justification  of  the 
proposed  plan, 

'The  testimony  indicates  that  the  chief 
difficulty  with  the  present  plan,  as  far 
as  proponent  producers  are  concerned, 
results  from  the  fact  that  the  total  base 
quantity  established  by  producers  is 
higher  in  relation  to  Class  I  sales  than 
they  believe  it  should  be.  This  may  re¬ 
sult  in  part  from  a  high  general  level  of 
production  in  relation  to  Class  I  sales 
during  the  base  forming  period  (an  indi- 
cation  that  Class  Tprices  may  be  higher 
than  necessary)  or  the  failure  to  apply 
the  most  appropriate  base  forming  pe¬ 
riod.  For  the  period  of  October  1951 
through  February  1952,  receipts  of  milk 
from  producers  were  103  percent  of  Class 
I  utilization  and  in  November  only  99 
percent.  These  relationships  indicate 
that  the  market  has  not  been  over  sup¬ 
plied  with  producer  milk.  The  corre¬ 
sponding  relationship  during  this  five 
month  period  of  1950-51  was  115  per¬ 
cent,  This  indicates  that  producers  may 
find  the  present  plan  more  satisfactory 
during  the  present  base  operating  season 
than  a  year  ago.  March  data  are  not  In¬ 
cluded  in  these  comparisons  (March  1952 
data  were  not  available  at  the  time  of  the 
hearing).  In  March  1951,  producer  re¬ 
ceipts  w’ere  139  percent  of  the  Class  I 
utilization,  an  increase  of  16  percentage 
points  over  the  February  relationship 
and  24  points  greater  than  the  average 
for  the  previous  five  months  (October 
through  February) .  In  view  of  this  sub- 
stantal  Increase  in  this  relationship  from 
February  to  March,  a  closer  relationship 
of  Class  I  utilization  and  established 
bases  would  obtain  by  omitting  March 
as  a  base  forming  month. 

A  handler  proposed  that  March  be  ex¬ 
cluded  from  the  base  forming  period  and 
included  in  the  base  operating  period 
and  September  be  excluded  as  a  base 
operating  month  and  included  as  a  base 
forming  month.  Producers  objected  to 
the  inclusion  of  September  as  a  base 
forming  month  because  of  the  diflBculty 
of  bringing  cows  into  production  during 
the  usually  hot  w'eather  preceding  Sep¬ 
tember  and  for  the  1952-1953  season, 
particularly,  because  producers  should 
have  more  advance  notice  of  such  a 
change.  Market-wide  data  indicate  that 
since  the  adoption  of  the  base  plan,  pro¬ 
duction  in’March  has  increased  substan¬ 
tially  and  September  production  has  de¬ 
creased  in  relation  to  other  months.  It 
is  concluded,  therefore,  that  the  present 
plan  could  be  improved  and  the  objec¬ 
tives  of  all  parties  concerned  could  be 
attained  in  part  by  substituting  March 
for  September  in  the  base  operating  pe¬ 
riod.  The  present  plan  may  be  improved 
also  by  omitting  September  from  both 
the  base  operating  and  base  forming 
periods.  September,  therefore,  will  be 
neither  a  base  forming  nor  a  base  oper¬ 
ating  month.  Producers  will  receive  the  j 
blend  price  in  September  determined  ih 
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the  same  manner  as  at  present  for  Octo¬ 
ber  through  February. 

The  exclusion  of  September  from  the 
base  operating  period  will  provide  a 
transitional  period  for  producers  to  make 
adjustments  in  production  immediately 
prior  to  establishing  bases.  This  will 
remove  the  conflicting  tendencies  of  the 
present  plan  to  encourage  a  producer  to 
curtail  production  through  September  to 
no  higher  than  his  previously  established 
base  and  on  October  1  to  increase  pro¬ 
duction  in  order  to  establish  a  desirable 
new  base.  New  producers  will  be  able  to 
enter  the  market  prior  to  the  base  form¬ 
ing  period,  the  season  more  milk  is 
needed,  without  being  required  to  receive 
the  excess  price  during  the  first  month. 
The  testimony  does  not  show  a  need  for 
further  changes  in  the  plan  at  this  time. 
The  recommended  change  will  achieve 
In  part  the  objectives  sought  by  produc¬ 
ers’  and  handlers’  proposals  and  will 
provide  a  method  for  equitably  appor¬ 
tioning  the  total  value  of  milk  purchased 
by  handlers  among  Individual  producers. 

In  view  of  the  fact  that  producers 
established  present  bases  on  the  expecta¬ 
tion  that  September  1952  would  be  in¬ 
cluded  as  a  base  operating  month,  it  is 
concluded  that  the  present  plan  should 
continue  through  September  1952  and 
the  recommended  changes  be  made  effec¬ 
tive  thereafter. 

7.  The  entire  order  should  be  recodi¬ 
fied  in  accordance  with  Revised  Regula¬ 
tions  of  the  Division  of  the  Federal 
Register  issued  October  12,  1948.  In  so 
doing,  several  changes  should  be  made 
in  the  organization  of  the  order  pro¬ 
visions.  In  accordance  with  the  testi- 
money  presented  at  the  hearing  and  as 
discussed  above,  several  of  the  definitions 
have  been  revised.  'The  sections  setting 
forth  the  powers  and  duties  of  the  mar¬ 
ket  administrator  and  those  relating  to 
reports  and  their  verification  have  been 
rewritten  and  reorganized  to  conform 
more  closely  with  the  language  and  or¬ 
ganization  In  other  orders.  The  pro¬ 
visions  relating  to  pricing,  classification, 
allocation,  and  transfers  of  milk  have 
been  rewritten  to  Incorporate  changes 
recommended  above.  Other  sections  of 
the  order  have  been  rewritten  to  incor¬ 
porate  revised  terms  and  make  necessary 
conforming  changes. 

8.  General:  (a)  The  proposed  mar¬ 
keting  agreement  and  the  order,  as 
amended,  and  as  hereby  proposed  to  bo 
further  amended,  and  all  of  the  terms 
and  conditions  thereof,  will  tend  to  effec¬ 
tuate  the  declared  policy  of  the  act; 

(b)  'The  proposed  marketing  agree¬ 
ment  and  the  order,  as  amended,  and  as 
hereby  proposed  to  be  further  amended, 
regulates  the  handling  of  milk  in  the 
same  manner  and  is  applicable  only  to 
persons  in  the  respective  classes  of  in¬ 
dustrial  and  commercial  activity  speci¬ 
fied  in  the  marketing  agreement  upon 
which  a  hearing  has  been  held ;  and 

(c)  The  parity  prices  of  milk  as  deter- 
Qiined  pursuant  to  section  2  of  the  act 
are  not  reasonable  In  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  said  marketing  area,  and  the  mini¬ 
mum  prices  specified  In  the  proposed 
marketing  agreement  and  In  the  order, 
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as  amended,  and  as  hereby  proposed  to 
be  further  amended,  are  such  prices  as 
will  reflect  the  aforesaid  factors,  insure 
a  sufficient  quantity  of  pure  and  whole¬ 
some  milk,  and  be  in  the  public  interest. 

ORDER  DIRECTING  THE  CONDUCT  OF  A  REFER¬ 
ENDUM,  DETERMINATION  OF  REPRESENTA- 

TATIVE  period;  AND  DESIGNATION  OF 

REFERENDUM  AGENT 

Pursuant  to  section  8c  (19)  of  the  Ag¬ 
ricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  608c  (19) ), 
it  is  hereby  directed  that  a  referendum 
be  conducted  among  the  producers  (as 
defined  in  the  order,  as  amended,  regu¬ 
lating  the  handling  of  milk  in  the  New 
Orleans,  Louisiana,  marketing  area)  who 
during  the  month  of  April,  1952,  which 
month  is  hereby  determined  to  be  the 
representative  period  for  such  referen¬ 
dum,  were  engaged  in  the  production  of 
milk  for  sale  In  the  marketing  area  spec¬ 
ified  in  the  aforesaid  order,  as  amended, 
to  determine  whether  such  producers 
favor  the  issuance  of  this  order  amend¬ 
ing  the  order,  as  amended,  which  is  a 
part  of  this  decision. 

M.  M.  Truxillo  is  hereby  designated 
agent  of  the  Secretary  to  conduct  such 
referendum  in  accordance  with  the  pro¬ 
cedure  for  the  conduct  of  referenda  to 
determine  producer  approval  of  milk 
marketing  orders  as  published  In  the 
Federal  Register  on  August  10,  1950  (15 
F.  R.  5177),  such  referendum  to  be  com¬ 
pleted  on  or  before  the  20th  day  from  the 
date  this  decision  is  issued. 

Marketing  agreement  and  order.  An¬ 
nexed  hereto  and  made  a  part  heerof  are 
two  documents  entitled,'  respectively, 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  New  Orleans, 
liOulslana,  Marketing  Area,”  and  “Order 
Amending  the  Order,  as  amended.  Regu¬ 
lating  the  Handling  of  Milk  in  the  New 
Orleans,  Louisiana,  Marketing  Area,” 
which  have  been  decided  upon  as  the  de¬ 
tailed  and  appropriate  means  of  effectu¬ 
ating  the  foregoing  conclusions.  These 
documents  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of 
S  900.14  of  the  rules  of  practice  and  pro¬ 
cedure,  as  amended,  governing  proceed¬ 
ings  to  formulate  marketing  agreements 
and  orders  have  been  met. 

It  is  herebv  ordered,  'That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  order,  as 
amendM,  and  as  hereby  proposed  to  be 
further  amended  by  the  attached  order 
which  will  be  published  with  this  deci¬ 
sion. 

This  decision  filed  at  Washington, 
D.  C.,  this  5th  day  of  June  1952. 

ChiARLES  F.  Brannan, 
Secretary  of  Agriculture. 

DEFINITIONS 

1  942.1  Act.  “Act”  means  Public 
'Act  No.  10,  73d  Congress,  as  amended 
and  as  reenacted  and  amended,  by  the 
Agricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.). 

8  942.2  Secretary.  “Secretary” 
means  the  Secretary  of  Agriculture  of 


the  United  States  or  any  other  officer  or 
employee  of  the  United  States  authorized 
to  exercise  the  powers  and  to  perform 
the  duties  of  the  Secretary  of  Agricul¬ 
ture. 

§  942.3  Department  of  Agriculture. 
“Department  of  Agriculture”  means  the 
United  States  Department  of  Agricul¬ 
ture  or  any  other  Federal  agency  as  may 
be  authorized  by  act  of  Congress  or  by 
Executive  order  to  perform  the  price  re¬ 
porting  functions  of  the  United  States 
Department  of  Agriculture. 

8  942.4  New  Orleans,  Louisiana,  mar- 
keting  area.  “New  Orleans,  Louisiana, 
marketing  area,”  hereinafter  called  the 
“marketing  area”  means  the  cities, 
towns,  and  villages  of  New  Orleans  in 
Orleans  Parish :  Gretna,  Westwego,  Mar¬ 
rero,  Harvey,  Metairie,  and  Belle  Chasse 
in  Jefferson  Parish;  Poydras,  St.  Ber¬ 
nard.  Violet.  Meraux,  Chalmette.  and 
Arab!  in  St.  Bernard  Parish;  all  in  the 
State  of  Louisiana. 

i  942.5  Person.  “Person”  means  any 
individual,  partnership,  corporation,  as¬ 
sociation,  or  any  other  business  unit. 

8  942.6  Producer.  “Producer”  means 
a  person  other  than  a  producer-handler, 
who  produces  milk  for  consumption  as 
milk  in  the  marketing  area  and  which  is 
received  at  a  fluid  milk  plant. 

8  942.7  Handler.  “Handler”  means 
a  person  who  operates  a  fluid  milk  plant. 

8  942.8  Producer  handler.  “Producer 
handler”  means  a  person  who  produces 
milk  and  who  processes  milk  from  his 
own  production  and  distributes  all  or  a 
portion  of  such  milk  In  the  marketing 
area  as  Class  I  milk  but  who  receives  no 
milk  from  dairy  farmers  or  other  pro¬ 
ducer  handlers  in  bulk. 

8  942.9  Fluid  milk  plant.  “Fluid  milk 
plant”  means  a  milk  plant  (a)  where 
milk  is  processed  and  packaged  and  from 
which  Class  I 'milk  as  defined  in  §  942.41 
(a)  is  disposed  of  to  retail  or  wholesale 
outlets  (Including  plant  stores)  in  the 
marketing  area  or  (b)  from  which  milk 
or  cream  is  transferred  to  a  plant  de¬ 
scribed  in  paragraph  (a)  of  this  section: 
Provided,  That  any  such  transferring 
plant  shall  not  be  included  in  this 
definition  during  any  month  In  which 
there  Is  shipped  from  such  plant  only 
Class  I-A,  Class  II  or  Class  III  milk  as 
defined  in  8  942.41  (b),  (c)  and  (d) 
respectively,  or  during  any  of  the  months 
of  September,  October,  November,  and 
December  in  which  shipments  of  fluid 
whole  milk  or  fluid  skim  milk  from  such 
plant  are  made  to  a  plant  described  in 
paragraph  (a)  of  this  section  on  less 
than  20  days  or  during  any  other  month 
In  which  such  shipments  are  made  on 
less  than  5  days. 

8  942.10  Producer  milk.  “Producer 
milk”  means  any  skim  milk  or  butterfat 
contained  in  milk  received  by  a  handler 
either  directly  from  producers  or  from 
other  handlers. 

8  942.11  Other  source  milk.  “Other 
source  milk”  means  all  skim  milk  and 
butterfat  received  in  any  form  from  a 
source  other  than  producers  or  other 
handlers,  except  any  non-fluid  product 
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received  and  disposed  of  In  the  same 
form. 

§  942.12  Delivery  period.  "Delivery 
period”  means  a  calendar  month,  or  the 
portion  thereof  during  which  this  order 
is  in  effect. 

(  942.13  Market  administrator.  "Mar¬ 
ket  administrator”  means  the  agency 
which  is  described  in  (  942.20  for  the 
administration  of  this  part. 

§  942.14  Cooperative  association.  "Co¬ 
operative  association”  means  any  co- 
oi>erative  association  of  producers  which 
the  Secretary  determines  (a)  to  have 
Its  entire  activities  under  the  control 
of  its  members,  and  (b)  to  have  and  to 
be  exercising  full  authority  in  sale  of 
milk  of  its  members. 

MARKET  administrator 

(  942.20  Designation.  The  agency  for 
the  administration  of  this  part  shall  be 
a  market  administrator  selected  by  the 
Secretary,  who  shall  be  entitled  to  such 
compensation  as  may  be  determined  by, 
and  shall  be  subject  to  removal  at  the 
discretion  of,  the  Secretary. 

§  942.21  Powers.  The  market  ad¬ 
ministrator  shall  have  the  following  pow¬ 
ers  with  respect  to  this  part: 

(a)  To  administer  its  terms  and  pro¬ 
visions  ; 

(b)  To  receive,  investigate,  and  report 
to  the  Secretary  complaints  of  violations; 

(c)  To  make  rules  and  regulations  to 
effectuate  its  terms  and  provisions;  and 

(d)  To  recommend  amendments  to 
the  Secretary. 

§  942.22  Duties.  The  market  admin¬ 
istrator  shall  perform  all  duties  neces¬ 
sary  to  administer  the  terms  and  provi¬ 
sions  of  this  part,  including,  but  not 
limited  to,  the  following: 

(a)  Within  45  days  following  the  date 
on  which  he  enters  upon  his  duties,  or 
such  lesser  period  as  may  be  prescribed 
by  the  Secretary,  execute  and  deliver  to 
the  Secretary  a  bond,  effective  as  of  the 
date  on  which  he  enters  upon  his  duties 
and  conditioned  upon  the  faithful  per¬ 
formance  of  such  duties,  in  an  amount 
and  with  surety  thereon  satisfactory  to 
the  Secretary; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  its  terms  and 
provisions ; 

(c)  Obtain  a  bond  in  a  reasonable 
amount  and  with  reasonable  surety 
thereon  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay,  out  of  the  funds  provided  by 
5  942  84.  (1)  the  cost  of  his  bond  and  of 
the  bonds  of  his  employees;  (2)  his  own 
compensation;  and  (3)  all  other  ex¬ 
penses,  necessarily  Incurred  by  him  in 
the  maintenance  and  functioning  of  his 
office  and  in  the  performance  of  his 
duties; 

^e)  Keep  such  books  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  herein,  and  upon  request  by  the 
Secretary,  surrender  the  same  to  such 
other  person  as  the  Secretary  may  desig¬ 
nate; 

(f)  Publicly  disclose  to  handlers  and 
producers,  unless  otherwise  directed  by 


the  Secretary,  the  name  of  any  person 
who,  within  5  days  after  the  day  upon 
which  he  is  required  to  perform  such  acts 
has  not  made  (1)  reports  pursuant  to 
§  942.30  or  (2)  payments  pursuant  to 
S§  942.80  and  942.84. 

(g)  Submit  his  books  and  records  to 
examination  by  the  Secretary  and  fur¬ 
nish  such  information  and  reports  as 
may  be  required  by  the  Secretary; 

(h)  Prepare  and  make  available  for 
the  benefit  of  producers,  consumers,  and 
handlers  such  general  statistics  and  in¬ 
formation  concerning  the  operation 
hereof  as  are  necessary  and  essential  to 
the  proper  functioning  of  this  part; 

(i)  Verify  all  reports  and  payments 
by  each  handler  by  audit,  if  necessary,  of 
such  handler’s  records  and  the  records 
of  any  other  handler  or  person  upon 
whose  utilization  the  classification  of 
skim  milk  and  butterfat  for  such  han¬ 
dler  depends;  and 

(j)  Weigh,  sample  and  test  for  but¬ 
terfat  content  milk  and  milk  products ; 

(k)  From  time  to  time,  as  conditions 
in  the  market  warrant,  publicly  an¬ 
nounce  the  name  of  each  handler  whose 
receipts  of  skim  milk  and/or  butterfat  in 
milk  received  from  producers  are  more 
than  105  percent  and  less  than  95  per¬ 
cent.  respectively,  of  his  total  utilization 
of  skim  milk  and  butterfat,  respectively, 
in  Class  I  milk. 

(l)  Publicly  announce  and  notify  each 
handler  in  wTiting  the  prices  and  butter¬ 
fat  differentials  for  each  delivery  period 
as  follows: 

( 1 )  On  or  before  the  6th  day  after  the 
end  of  each  delivery  period,  the  Class  II 
and  Class  III  prices  of  skim  milk  and 
butterfat  for  such  delivery  period; 

(2)  On  or  before  the  1st  day  of  each 
delivery  period  the  Class  I  price  of  skim 
milk  and  butterfat  for  such  delivery 
period. 

(3)  On  or  before  the  10th  day  after 
the  end  of  each  of  the  delivery  periods  of 
September  through  February  such  han¬ 
dler’s  uniform  price  per  hundredweight 
of  skim  milk,  butterfat,  and  milk  con¬ 
taining  4.0  percent  butterfat  for  such 
delivery  period,  and  the  butterfat  dif¬ 
ferential  applicable  to  such  milk;  and 

(4)  On  or  before  the  10th  day  after 
the  end  of  each  of  the  delivery  periods 
of  March  through  August  and  Septem¬ 
ber,  1952,  such  handler’s  uniform  price 
per  hundredweight  for  base  milk  and 
excess  milk  for  such  delivery  period,  and 
the  butterfat  differentials  applicable  to 
such  base  and  excess  milk. 

REPORTS,  RECORDS,  AND  FACILITIES 

§  942.30  Reports  of  receipts  and  uti¬ 
lization.  On  or  before  the  5th  day  after 
the  end  of  each  delivery  period  each 
handler,  except  a  producer-handler,  shall 
report  to  the  market  administrator  in 
the  detail  and  on  forms  prescribed  by 
the  market  administrator: 

(a)  The  quantities  of  skim  milk  and 
butterfat  contained  in  all  receipts  at  his 
fluid  milk  plant(s)  within  such  delivery 
period  of  (1)  producer  milk  and  for  the 
months  of  March  through  August  and 
September,  1952,  the  aggregate  quanti¬ 
ties  of  base  and  excess  milk,  (2)  skim 
milk  and  butterfat  in  any  form  from 
other  handlers,  and  (3)  other  source 
milk;  and 


(b)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported 
under  paragraph  (a)  of  this  section. 

§  942.31  Other  reports.  Each  han¬ 
dler  shall  report  to  the  market  adminis¬ 
trator,  in  the  detail  and  on  forms 
prescribed  by  the  market  administrator 
as  follows,  except  that  each  producer- 
handler  shall  make  reports  to  the  mar¬ 
ket  administrator  at  such  time  and  in 
such  manner  as  the  market  administra¬ 
tor  may  request: 

(a)  On  or  before  the  20th  day  after 
the  end  of  the  delivery  period,  his  pro¬ 
ducer  payroll  for  such  delivery  period 
which  shall  show:  (1)  'The  total  pounds 
of  milk  received  from  each  producer  or 
cooperative  association,  including  for 
the  delivery  periods  of  March  through 
August  and  September  1952,  the  total 
deliveries  of  base  milk  and  excess  milk 
by  each  producer,  (2)  the  number  of 
days  deliveries  are  made  and  if  less  than 
a  full  calendar  month,  the  date  of  first 
and  last  delivery,  (3)  the  average  butter¬ 
fat  content  of  such  milk,  and  (4)  the  net 
amount  of  such  handler’s  payment  to 
each  producer  or  a  cooperative  associa¬ 
tion  together  with  the  prices  paid,  de¬ 
ductions  and  charges  involved. 

S  942.32  Records  and  facilities.  Each 
handler  shall  keep  adequate  records  of 
receipts  and  utilization  of  skim  milk  and 
butterfat  and  shall,  during  the  usual 
hours  of  business,  make  available  to  the 
market  administrator  or  his  representa¬ 
tive  such  records  and  facilities  as  will 
enable  the  market  administrator  to  (a) 
verify  the  rec^ts  and  utilization  of  all 
skim  milk  and  nutterfat  and.  in  case  of 
errors  or  omissions,  ascertain  the  correct 
figures;  (b)  weigh,  sample,  and  test  for 
butterfat  content  all  milk  and  milk  prod¬ 
ucts  handled;  (c)  verify  payments  to 
producers;  and  (d)  make  such  examina¬ 
tions  of  operations,  equipment,  and 
facilities,  as  are  necessary  and  essential 
to  the  proper  administration  of  this  part 
or  any  amendments  thereto. 

§  942.33  Retention  of  records.  All 
books  and  records  required  under  this 
part  to  be  made  available  to  the  market 
administrator  shall  be  retained  by  the 
handler  for  a  period  of  three  years  to 
begin  at  the  end  of  the  month  to  which 
such  books  and  records  pertain:  Pro¬ 
vided.  That ‘if,  within  such  three-year 
period,  the  market  administrator  notifies 
the  handler  in  writing  that  the  reten¬ 
tion  of  such  books  and  records,  or  of 
specified  books  and  records,  is  necessary 
in  connection  with  a  proceeding  under 
section  8c  (15)  (A)  of  the  act  or  a  court 
action  specified  in  such  notice,  the 
handler  shall  retain  such  books  and  rec¬ 
ords,  or  specified  books  and  records,  until 
further  written  notification  from  the 
market  administrator.  In  either  case 
the  market  administrator  shall  give  fur¬ 
ther  written  notification  to  the  handler 
promptly,  upon  the  termination  of  the 
litigation  or  when  the  records  are  no 
longer  necessary  in  connection  there¬ 
with. 

CLASSIFICATION  OF  MILK 

5  942.40  Basis  of  classification.  All 
skim  milk  and  butterfat  contained  in 
receipts  at  a  fluid  milk  plant(s).  within 
the  delivery  period,  of  (a)  producer  milk. 
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(b>  skim  milk  and  butterfat  In  any 
form  from  other  handlers,  and  (c) 
other  source  milk,  shall  be  classified 
by  the  market  administrator  in  the 
classes  set  forth  in  §  942.41. 

5  942.41  Classes  of  utilization.  Sub¬ 
ject  to  the  conditions  set  forth  in 
§  942.42  through  §  942.45,  the  classes  of 
utilization  shall  be  as  set  forth  in  this 
section:  Provided,  That  no  skim  milk  or 
butterfat,  as  the  case  may  be,  contained 
in  producer  milk  shall  be  classified  as 
Gass  II  milk  or  Class  ni  milk,  during 
any  of  the  delivery  periods  of  October 
through  February  if  the  total  receipts 
of  skim  milk  and  butterfat  in  milk  re¬ 
ceived  from  producers  during  the  pre¬ 
ceding  delivery  period  is  less  than  90 
percent  of  the  utilization  of  skim  milk 
or  butterfat,  respectively,  by  all  han¬ 
dlers,  in  Class  I  milk. 

(a)  Class  I  milk  shall  be  all  skim  milk 
and  butterfat  (1)  disposed  of  in  fluid 
form  (except  for  livestock  feed)  as  milk, 
skim  milk,  buttermilk,  flavored  milk, 
flavored  milk  drinks  (including  eggnog), 
yogurt,  cream  (for  consumption  as 
cream  including  any  mixture  of  cream 
and  milk  or  skim  milk  other  than  ice 
cream  and  ice  cream  mix),  (2)  used  to 
produce  concentrated  (including  frozen) 
milk,  and  (3)  not  specifically  accounted 
lor  as  Class  I-A  milk.  Class  II  milk,  or 
Class  III  milk. 

(b)  Class  I-A  milk  shall  be  all  skim 
milk  and  butterfat  disposed  of  as  steri¬ 
lized  milk. 

(c)  Class  II  milk  shall  be  all  skim 
milk  and  butterfat  u.sed  to  produce 
Ijeese  other  than  Cheddar,  ice  cream 

I  and  ice  cream  mix;  and 

(d)  Class  III  milk  shall  be  (1)  all 
skim  milk  and  butterfat  disposed  of  as 
any  item  other  than  those  classified  in 
paragraphs  (a),  (b),  and  (c)  of  this 
section:  (2)  skim  milk  and  butterfat  dis¬ 
posed  of  for  livestock  feed;  (3)  skim  milk 
(lumped,  and  (4)  skim  milk  and  butter- 
lat  accounted  for  as  actual  plant  shrink¬ 
age  but  not  in  excess  of  2  percent  of 
leceipts  of  skim  milk  and  butterfat.  re¬ 
spectively,  from  producers. 

1942.42  Responsibility  of  handlers 
and  reclassification  of  milk,  (a)  All 
kim  milk  and  butterfat  shall  be  classi¬ 
fied  as  Class  I  milk,  unless  the  handler 
nbo  first  receives  such  skim  milk  or  but¬ 
terfat  proves  to  the  market  administra¬ 
tor  that  such  skim  milk  or  butterfat 
sinnUd  be  classified  as  Class  II  or  Class 
Cl  milk. 

<b)  Any  skim  milk  or  butterfat  classi¬ 
fied  (except  that  transferred  to  a  pro¬ 
ducer-handler)  in  one  class  shall  be  re- 
ttnssified  if  used  or  reused  by  such  han- 
dler  or  by  another  handler  in  another 
class. 

5942.43  Transfers.  Skim  milk  or 
bitterfat  disposed  of  by  a  handler  dur- 
any  delivery  period  in  fluid  form  as 
i  ®Ck.  skim  milk,  or  cream,  either  by 
transfer  or  diversion  shall  be  classified: 
<a)  As  Class  I  milk  if  moved  to  a  fluid 
*Ck  plant  of  another  handler  (except  a 
Ufoducer-handler),  unless  (1)  utiliza- 
tU)Q  in  another  class  is  mutually  indi- 
ciced  in  writing  to  the  market  admin- 
^tor  by  both  handlers  on  or  before 
I  5th  day  after  the  end  of  the  delivery 
I  Period,  in  which  such  transaction  oc- 
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curred,  but  in  no  event  shall  the  sunount 
classified  in  any  class  exceed  the  total 
use  in  such  class  by  the  transferee-han¬ 
dler:  Propided,  That  if  either  or  both 
handlers  have  received  other  source 
milk,  such  milk  so  disposed  of 'Shall  be 
classified  at  both  plants  so  as  to  return 
the  highest  available  class  utilization  to 
producer  milk. 

(b)  As  Class  I  milk  if  moved  in  the 
form  of  any  items  specified  in  §  942.41 

(a)  to  a  producer-handler. 

(c)  As  Cla.ss  I  milk  if  moved  to  any 
plant  other  than  a  fluid  milk  plant, 
unless; 

(1)  The  handler  claims  utilization  in 
another  class; 

(2)  The  operator  of  such  non-fluid 
milk  plant  maintains  books  and  records, 
showing  the  receipts  and  utilization  of 
all  skim  milk  and  butterfat  at  such  plant, 
which  are  made  available  if  requested  by 
the  market  administrator  for  the  pur¬ 
pose  of  verification;  and 

(3)  The  utilization  of  skim  milk  and 
butterfat.  at  such  plant,  in  Class  I  milk, 
as  defined  in  §  942.41  is  less  than  the 
total  pounds  of  skim  milk  and  butterfat, 
respectively,  received  from .  the  trans¬ 
feror  handler(s)  and  from  dairy  farmers 
whom  the  market  administrator  deter¬ 
mines  constitute  the  regular  source  of 
supply  for  fluid  usage  in  such  plant,  in 
w’hich  case  the  skim  milk  and  butterfat 
transferred  shall  be  assigned  to  the  re¬ 
maining  uses  of  skim  milk  and  butterfat, 
respectively,  during  such  delivery  period 
in  series  starting  with  Class  I  milk  after 
the  similar  assignment  of  the  receipts  of 
skim  milk  and  butterfat  from  such  dairy 
farmers. 

§  942.44  Computation  of  skim  milk 
and  butterfat  in  each  class.  For  each 
delivery  period,  the  market  administra¬ 
tor  shall  correct  for  mathematical  and 
other  obvious  errors  the  delivery  period 
report  submitted  by  each  handler  and 
compute  the  total  pounds  of  skim  milk 
and  butterfat.  respectively,  in  Class  I 
milk.  Class  II  milk,  and  Class  III  milk 
for  such  handler. 

§  942.45  Allocation  of  skim  milk  and 
butterfat  classified,  (a)  The  pounds  of 
skim  milk  remaining  in  each  class  after 
making  the  following  computations  for 
each  handler  for  each  delivery  period 
shall  be  the  pounds  in  such  class  allo¬ 
cated  to  producer  milk: 

*(1)  Subtract  the  shrinkage  of  skim 
milk,  computed  pursuant  to  §  942.41  (c) 

(4)  from  the  total  pounds  of  skim  milk 
In  Class  ni  milk; 

(2)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  the  lowest  available  price 
class,  the  pounds  of  skim  milk  in  other 
source  milk; 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  the  pounds 
of  skim  milk  received  from  other  han¬ 
dlers  and  assigned  to  such  class  pursuant 
to  §  942.43  (a) ; 

(4)  Add  to  the  pounds  of  skim  milk 
remaining  in  Class  ni  milk  the  pounds 
of  skim  milk  subtracted  pursuant  to  sub- 
paragraph  (1)  of  this  paragraph;  or  if 
the  pounds  of  skim  milk  remaining  in  all 
classes  exceed  the  pounds  of  skim  milk 
in  producer  milk,  subtract  such  excess 
from  the  pounds  of  skim  milk  remaining 
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In  each  class.  In  series  beginning  with 
Class  ni. 

(b)  Allocate  the  pounds  of  butterfat 
In  each  class  to  producer  milk  in  the 
same  manner  prescribed  for  skim  milk 
in  paragraph  (a)  of  this  section. 

MINIMUM  PRICES 

5  942.50  Class  I  prices.  Each' handler 
shall  pay  producers,  in  the  manner  set 
forth  in  §  942.80,  for  skim  milk  and  but¬ 
terfat  in  milk  received  at  his  fluid  milk 
plant  from  such  producers  during  each 
delivery  period  and  classified  as  Class  I 
skim  milk  and  Class  I  butterfat,  not  less 
than  the  prices  per  hundredweight  com¬ 
puted  pursuant  to  this  section.  In  de- 
term"  ling  the  Class  I  price  for  skim  milk 
and  jutterfat  for  each  delivery  period 
the  latest  reported  figures  available  to 
the  market  administrator  on  the  25th 
day  of  the  preceding  month  shall  be  used 
in  making  the  following  computations, 
except  that  if  the  25th  day  of  the  pre¬ 
ceding  month  falls  on  a  Sunday  or  legal 
holiday  the  latest  figures  available  on 
the  next  succeeding  work  day  shall  be 
used: 

(a)  The  monthly  wholesale  price 
Index  for  all  commodities  as  reported  by 
the  Bureau  of  Labor  Statistics,  United 
States  Department  of  Labor,  with  the 
years  1947-49  as  the  base  period. 

(b)  Divide  by  3  the  sum  of  the  3  latest 
monthly  indexes  cf  department  store 
sales  in  New  Orleans  adjusted  for  sea¬ 
sonal  variations,  as  reported  by  the  Fed¬ 
eral  Reserve  Bank  of  Atlanta,  with  the 
years  1947-49  as  the  base  period. 

(c)  Compute  an  index  of  grain-labor 
prices  in  the  New*  Orleans  milkshed  ui 
the  following  manner: 

(1)  Divide  by  0.0434  the  average  price 
paid  per  hundredweight  by  Louisiana 
farmers  for  all  mixed  dairy  feed,  as  re¬ 
ported  by  the  United  States  Department 
of  Agriculture,  and  multiply  by  0.6; 

(2)  Divide  by  0.0321  and  0.0318,  re¬ 
spectively,  the  daily  farm  wage  rates 
without  board  or  room  for  the  latest 
available  month  for  Mississippi  and  Lou¬ 
isiana,  as  reported  by  the  United  States 
Department  of  Agriculture.  Multiply 
by  0.4  the  weighted  average  of  the  re¬ 
sulting  totals.  In  computing  the  weight¬ 
ed  average,  weight  Mississippi  0  25  and 
Louisiana  0.75; 

(3)  Add  the  results  determined  pur¬ 
suant  to  subparagraphs  (1)  and  (2)  of 
this  paragraph, 

(d)  Divide  by  3  the  sum  of  the  final  re¬ 
sults  computed  pursuant  to  paragraphs 
(a),  (b)  and  (c)  of  this  section.  The  re¬ 
sult  rounded  to  the  nearest  whole  num¬ 
ber  shall  be  known  as  the  formula  index, 

(e)  Subject  to  the  conditions  set  forth 
in  paragraphs  (f)  and  (i)  of  this  sec¬ 
tion,  the  minimum  price  for  skim  milk 
and  butterfat  received  at  a  handler’s 
plant  located  in  the  61-70  mile  zone 
shall  be  as  follows; 

(1)  Multiply  $5.70  by  the  formula  In¬ 
dex  computed  pursuant  to  paragraph 
(d>  of  this  section  and  add  to  or  sub¬ 
tract  from  such  result  a  supply-demand 
adjustment  computed  as  follows: 

(i)  Divide  the  total  receipts  of  pro¬ 
ducer  milk  in  the  two  immediately  pre¬ 
ceding  delivery  periods  by  the  total  gross 
volume  of  Class  I  milk  (less  interhan¬ 
dler  transfers)  for  such  period,  multi- 
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ply  the  result  by  100,  and  round  to  the 
nearest  whole  number.  The  result  shall 
be  known  as  the  “current  supply-de¬ 
mand  relationship.” 

(ii)  Compute  a  net  deviation  percent¬ 
age  by  subtracting  from  the  “current 
supply-demand  relationship”  computed 
pursuant  to  subdivision  (i)  of  this  sub- 
paragraph,  the  “representative  supply- 
demand  index”  shown  below: 


ndivpry  pe- 
riiMl  for 
which  thft 
Class  1  (>rice 

Is  computed 

Delivery  periods  ascd  to 
compute  relationship 

Repre¬ 

sentative 

supply- 

demand 

index 

January 

Octoher-Novemher  _ .  ... 

Percent 

111 

J'ehruary _ 

November-Decemlicr _ 

114 

119 

April _ _ 

January-Fehruary _ 

126 

May . . 

Fehruary-Marchl..  . . 

132 

J  une _ 

142 

July . 

April-May . . 

147 

August . 

141 

September _ 

Jutie-July . . 

140 

OctolHT . . 

132 

NovemlH'r.... 

Aujfust-September . . 

ns 

Deauiiber . 

September-October _ 

114 

(iii)  Determine  the  amount  of  the 
supply-demand  adjustment  from  the 
following  schedule: 

Adjustment 


Net  deviation  amount 

(percentage  points) :  (cents) 

—  24  or  more _  -j-49 

—  21  or  —22 _  +43 

—  18  or  -19 . +37 

—  15or— 16 .  +31 

—  12  or —13 _  +25 

—  9  or -10 . - . .  +19 

—  6  or  -7 .  +13 

—  3  or  —4 _  +7 

—  1.  0,  or  + 1 _  0 

+  3  or +4 .  -7 

+  6or+7 .  -13 

+  9  or +10 . —19 

+  12  or +13 . -25 

+  15  or +16 .  —31 

+  18  or  +19 .  -37 

+  21  or  +22 . —43 

+  24  or  more _ _ _  —49 


In  case  the  net  deviation  percentage 
does  not  fall  within  the  tabulated  brack¬ 
ets,  the  adjustment  amount  shall  be  de¬ 
termined  by  the  adjacent  net  deviation 
bracket  which  is  the  same  as  or  nearest 
to  the  bracket  used  in  the  previous 
month. 

(2)  The  price  of  butterfat  shall  be 
the  sum  obtained  in  subparagraph  (1) 
of  this  paragraph  multiplied  by  17.5. 

(3)  The  price  of  skim  milk  shall  be 
computed  by  (i)  multiplying  the  price 
of  butterfat  pursuant  to  subparagraph 
(2)  of  this  paragraph  by  0.04:  (ii)  sub¬ 
tracting  such  amount  from  the  sum  ob¬ 
tained  in  subparagraph  (1)  of  this  para¬ 
graph:  (iii>  dividing  such  net  amount  by 
0.96:  and  (iv)  rounding  off  to  the  nearest 
full  cent. 

(f)  For  skim  milk  and  butterfat  re¬ 
ceived  at  such  handler’s  plant  located 
in  a  freight  zone  other  than  the  61-70 
mile  zone,  the  prices  shall  be  those  effec¬ 
tive  pursuant  to  paragraph  (e)  of  this 
section  adjusted  by  the  respective 
amount  indicated  in  the  following  sched¬ 
ule  for  the  freight  zone  in  which  such 
plant  is  located: 

Cents  per 

Freight  zone  (miles) :  hundredweight 

Not  more  than  20 _ +28.0 

More  than  20  but  not  more  than  30..  +8.0 

More  than  30  but  not  more  than  40 +6.  0 

More  than  40  but  not  more  than  50 +4.  0 


Cents  per 

Freight  zone  (miles) ;  hundredweight 

More  than  50  but  not  more  than  60._  +2. 0 
More  than  60  but  not  more  than  70..  0.  0 

More  than  70  but  not  more  than  80..  —2. 0 
More  than  80  but  not  more  than  90._  —  4. 0 
More  than  90  but  not  more  than 

100  .  -6.0 

More  than  100  but  not  more  than 

110  .  -7.0 

More  than  110 _ —8.0 

(g)  The  market  administrator  shall 
from  time  to  time  determine  and  publicly 
announce  the  freight  zone  location  of 
each  plant  of  each  handler,  according  to 
the  railroad  mileage  distance  between 
such  country  plant  and  the  railroad 
terminal  in  New  Orleans,  or  according 
to  the  highway  mileage  distance  between 
such  plant  and  the  City  Hall  in  New 
Orleans,  whichever  is  shorter. 

(h)  For  the  purpose  of  this  section, 
the  skim  milk  and  butterfat  which  was 
classified  as  Class  I  skim  milk  and  Class 
I  butterfat  during  each  delivery  period 
shall  be  considered  to  have  been  first 
that  skim  milk  and  butterfat  which  was 
received  from  producers  at  such  han¬ 
dler’s  plant  located  in  the  0-20  mile 
zone,  then  that  skim  milk  and  butterfat 
which  was  received  from  producers  at 
such  handler’s  plant  in  series  beginning 
with  plants  located  in  the  freight  zone 
nearest  to  New  Orleans. 

(i)  Notwithstanding  the  provisions  of 
the  preceding  paragraphs  of  this  section, 
the  Class  I  prices  for  any  of  the  delivery 
periods  of  April  through  June  shall  not 
be  higher  than  the  Class  I  prices  for  the 
immediately  preceding  delivery  period, 
and  the  Class  I  prices  for  any  of  the 
delivery  periods  of  October  through  De¬ 
cember  shall  not  be  lower  than  the  CHass 
I  prices  for  the  immediately  preceding 
delivery  period. 

§  942.51  Class  I~A  prices.  Each  han¬ 
dler  shall  pay  producers,  in  the  manner 
set  forth  in  S  942.80  for  skim  milk  and 
butterfat  received  at  his  fluid  milk  plant 
from  such  producers  during  each  deliv¬ 
ery  period  and  classified  as  Class  I-A 
skim  milk,  and  Class  I-A  butterfat  not 
less  than  the  Class  I  prices  for  skim  milk 
and  butterfat,  respectively,  pursuant  to 
§  942.50,  except  during  the  months  of 
March  through  August  when  the  price 
shall  be  80  percent  of  such  Class  I  prices 
pursuant  to  §  942.50  for  the  60-71  mile 
zone. 

§  942.52  Class  II  prices.  Each  han¬ 
dler  shall  pay  producers,  in  the  manner 
set  forth  in  $  942.80,  for  skim  milk  and 
butterfat  in  milk  received  from  them 
during  each  delivery  period  and  classi¬ 
fied  as  Class  II  skim  milk  and  Class  II 
butterfat,  not  less  than  the  following 
prices  per  hundredweight: 

(a)  The  prices  per  hundredweight  of 
skim  milk  shall  be  computed  as  follows: 
Deduct  4  cents  from  the  average  of  the 
carlot  prices  per  pound  of  nonfat  dry 
milk  solids  (not  including  that  specifi¬ 
cally  designated  animal  feed),  spray  and 
roller  process,  f.  o.  b.  manufacturing 
plants  in  the  Chicago  area,  as  reported 
by  the  United  States  Department  of 
Agriculture  during  the  delivery  period, 
and  multiply  the  result  by  8.5. 

(b)  The  price  per  hundredweight  of 
butterfat  shall  be  computed  as  follows: 
From  the  average  daily  wholesale  price 


per  pound  of  92-score  butter  In  the  Chi¬ 
cago  market,  as  reported  by  the  United 
States  Department  of  Agriculture  during 
the  delivery  period,  subtract  3  cents,  add 
20  percent  thereof  and  multiply  by  100. 

§  942.53  Class  III  prices.  Each  han¬ 
dler  shall  pay  producers,  in  the  manner 
set  forth  in  §  942.80,  for  skim  milk  and 
butterfat  in  milk  received  from  them 
during  each  delivery  period  and  classified 
as  Class  III  skim  milk  and  Class  III  but¬ 
terfat.  not  less  than  the  following  prices 
per  hundredweight: 

(a)  The  price  per  hundredweight  of 
skim  milk  shall  be  any  plus  amount  re¬ 
sulting  from  the  following  computation: 
Prom  the  average  of  the  carlot  prices  per 
pound  for  nonfat  dry  milk  solids  (not  in¬ 
cluding  that  specifically  designated  ani¬ 
mal  feed),  roller  process,  delivered  at 
Chicago,  as  reported  by  the  United  States 
Department  of  Agriculture  during  the 
delivery  period,  deduct  7  cents,  and  then 
multiply  by  7.5. 

(b)  The  price  per  hundredweight  of 
butterfat  shall  be  computed  as  follows: 
Multiply  by  100  the  average  daily  whole¬ 
sale  price  per  pound  of  92 -score  butter 
In  the  Chicago  market,  as  reported  by 
the  United  States  Department  of  Agri¬ 
culture  during  the  delivery  period. 

§  942.54  Use  of  equivalent  factors. 

If  for  any  reason  a  price,  index,  or 
wage  rate  specified  by  this  order,  for  | 
use  in  computing  class  prices  and  for 
other  purposes  is  not  reported  or  pub¬ 
lished  in  the  manner  described  in  this 
part,  the  market  administrator  shall 
use  a  price,  index,  or  wage  rate  deter¬ 
mined  by  the  Secretary  to  be  equivalent 
to  or  comparable  with  the  factor  which 
is  specified. 

BASE  RATINO 

§  942.60  Base  operating  period.  The 
base  operating  period  shall  be  the 
months  of  March  through  August:  ex¬ 
cept  for  the  year  1952,  September  shall 
be  included. 

§  942.61  Base  forming  period.  The 
base  forming  period  for  each  year  shall 
be  the  months  of  October  through  Feb- 
urary,  immediately  preceding  the  base 
operating  period:  except  for  the  year 
1952,  March  shall  be  included  in  the 
base  forming  period. 

§  942.62  Determination  of  daily  l>ase. 
The  dally  base  of  each  producer  shall  be 
an  amount  calculated  by  the  handler(s) 
to  whom  such  producer  delivered  milk 
during  the  base  forming  period,  subject 
to  verification  by  the  market  adminis¬ 
trator,  as  follows:  Divide  the  total 
pounds  of  milk  received  from  such  pro¬ 
ducer  during  the  base  forming  period  by 
the  number  of  days  in  such  period. 

§  942.63  Computation  of  base.  The 
base  of  each  producer  to  be  applit'U  dur¬ 
ing  the  base  operating  period  shall  be  a 
quantity  of  milk  calculated,  by  the  han¬ 
dler  who  receives  milk  from  such  pro¬ 
ducer.  in  the  following  manner,  subject 
to  verification  by  the  market  adminis¬ 
trator:  Multiply  the  daily  base  of  such 
producer  with  such  handler  by  the  num¬ 
ber  of  days  for  w’hich  such  producer’s 
milk  was  delivered  to  such  handler  dur¬ 
ing  the  delivery  period. 
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5  942.64  Base  rules.  The  following 
ruies  shall  apply  in  connection  with  the 
establishment  of  bases: 

(a)  A  landlord  who  rents  on  a  share 
basis  shall  be  entitled  to  the  entire  daily 
base  to  the  exclusion  of  the  tenant  if  the 
landlord  owns  the  entire  herd.  A  tenant 

r  who  rents  on  a  share  basis  shall  be  en- 

1  titled  to  the  entire  daily  base  to  the 

I  exclusion  of  the  landlord  if  the  tenant 

1  owns  the  entire  herd.  If  the  cattle  are 

Jointly  owned  by  the  tenant  and  land- 
5  lord,  the  daily  base  shall*  be  divided  be¬ 
tween  the  joint  owners  according  to 
f  ownership  of  the  cattle  when  such  share 
basis  is  terminated. 

(b)  A  producer,  whether  landlord  or 
■  tenant,  may  retain  his  base  when  mov- 
*  ing  his  entire  herd  of  cows  from  one 

farm  to  another:  Provided.  That  at  the 
beginning  of  a  tenant  and  landlord  rela¬ 
tionship  the  base  of  each  landlord  and 
tenant  may  be  combined  and  may  be 
divided  when  such  relationship  is  termi¬ 
nated. 

(c)  Base  may  be  transferred  only  un¬ 
der  the  following  conditions: 

(1)  In  case  of  the  death  of  a  pro¬ 
ducer,  his  base  may  be  transferred  to  a 
surviving  member  or  members  of  his 
immediate  family  who  carry  on  the  dairy 
operations:  and 

(2)  In  the  case  of  retirement  of  a 
producer,  his  base  may  be  transferred 
to  a  member  or  members  of  his  imme¬ 
diate  family  who  carry  on  the  dairy 
operation. 

(d)  The  entire  daily  base  of  a  pro¬ 
ducer  with  a  handler  may  be  moved 
from  such  handler  to  another  handler. 


handler  the  value  of  butterfat  received 
by  such  handler  from  producers  during 
such  delivery  period  by  making  the  same 
computations  for  butterfat  as  prescribed 
for  skim  milk  in  paragraph  (a)  of  this 
section. 

§  942.71  Computation  of  uniform 
price  for  each  handler,  (a)  For  each  of 
the  delivery  periods  of  September  (ex¬ 
cept  September  1952)  through  February 
the  market  administrator  shall  compute, 
to  the  nearest  one-tenth  cent,  for  each 
handler  the  uniform  price  per  hundred¬ 
weight  of  skim  milk  received  by  such 
handler  from  producers  as  follows: 

(1)  Add  to  the  value  of  skim  milk 
computed  pursuant  to  §  942.70  (a)  an 
amount  computed  by  multiplying  the 
total  hundredweight  of  skim  milk  re¬ 
ceived  by  such  handler  from  producers 
at  plants  located  in  each  freight  zone 
farther  from  New  Orleans  than  the  61-70 
mile  zone  by  the  appropriate  zone  differ¬ 
ential  set  forth  in  the  schedule  pursuant 
to  §  842.50  (f). 

(2)  Subtract  from  the  value  of  skim 
milk  computed  pursuant  to  subpara¬ 
graph  (1)  of  this  paragraph  an  amount 
computed  by  multiplying  the  total  hun¬ 
dredweight  of  skim  milk  received  by  such 
handler  from  producers  at  plants  located 
in  each  freight  zone  nearer  New  Orleans 
than  the  61-70  mile  zone  by  the  appro¬ 
priate  zone  differential  set  forth  in  the 
schedule  pursuant  to  §  942.50  (f) ;  and 

(3)  Divide  the  value  obtained  pursu¬ 
ant  to  subparagraph  (2)  of  this  para¬ 
graph  by  the  hundredweight  of  skim 
milk.  This  result  shall  be  known  as  the 
uniform  price  per  hundredweight  for 
such  handler  of  skim  milk  received  from 
producers  at  plants  located  in  the  61-70 
mile  zone. 

(b)  For  each  of  the  delivery  periods  of 
September  (except  September  1952) 
through  February  the  market  adminis¬ 
trator  shall  compute,  to  the  nearest  one- 
tenth  cent,  for  each  handler  the  uniform 
price  per  hundredweight  of  butterfat  re¬ 
ceived  by  such  handler  from  producers 
at  plants  located  in  the  61-70  mile  zone 
by  making  the  same  computations  for 
butterfat  as  prescribed  for  skim  milk  in 
paragraph  (a)  of  this  section. 

(c)  For  each  of  the  delivery  periods 
of  September  (except  September  1952) 
through  February  the  market  adminis¬ 
trator  shall  compute,  to  the  nearest  one- 
tenth  cent,  for  each  handler  the  uniform 
price  per  hundredweight  of  milk  con¬ 
taining  4.0  percent  butterfat  received 
from  producers  at  plants  located  in  the 
61-70  mile  zone  by  combining  the  values 
of  96  pounds  of  skim  milk  and  4  pounds 
of  butterfat  at  the  respective  uniform 
prices. 

§  942.72  Computation  of  the  uniform 
price  for  base  milk  and  excess  milk  for 
each  handler.  For  each  of  the  delivery 
periods  of  March  through  August  and 
September  1952,  the  market  administra¬ 
tor  shall  compute,  to  the  nearest  one- 
tenth  cent,  for  each  handler  the  uniform 
price  per  hundredweight  of  “base  milk” 
and  “excess  milk”  as  follows: 

(a)  Combine  into  one  total  the  values 
of  skim  milk  and  butterfat  computed 
pursuant  to  S  942.70. 

(b)  Subtract  from  the  value  obtained 
pursuant  to  paragraph  (a)  of  this  sec¬ 


tion,  if  the  average  butterfat  content  of 
milk  received  from  producers  by  such 
handler  is  more  than  4.0  percent,  or  add 
to  such  value,  if  such  average  butterfat 
content  is  less  than  4.0  percent,  an 
amount  computed  as  follows: 

(1)  Multiply  the  amount  by  which  the 
average  butterfat  content  of  base  milk 
received  from  producers  varies  from  4  0 
percent  by  the  butterfat  differential  to 
producers  for  base  milk,  and  multiply 
the  result  by  the  total  hundredweight  of 
base  milk  delivered  by  producers; 

(2)  Multiply  the  amount  by  which  the 
average  butterfat  content  of  excess  milk 
received  from  producers  varies  from  4.0 
percent  by  the  butterfat  differential  to 
producers  for  excess  milk,  and  multiply 
the  result  by  the  total  hundredweight  of 
excess  milk  delivered  by  producers;  and- 

(3)  Add  the  results  obtained  in  sub- 
paragraphs  (1)  and  (2)  of  this  par¬ 
agraph  ; 

(c)  Add  to  the  value  obtained  pur¬ 
suant  to  paragraph  (b)  of  this  section 
an  amount  computed  by  multiplying  the 
total  hundredweight  of  base  milk  re¬ 
ceived  by  such  handler  from  producers  at 
plants  located  in  each  freight  zone  far¬ 
ther  from  New  Orleans  than  the  61-70 
mile  zone  by  the  appropriate  zone  differ¬ 
ential  set  forth  in  the  schedule  pursuant 
to  §  942.50  (f). 

(d)  Subtract  from  the  value  obtained 
pursuant  to  paragraph  (c)  of  this  sec¬ 
tion  an  amount  computed  by  multiplying 
the  total  hundredweight  of  base  milk 
received  by  such  handler  from  producers 
at  plants  located  in  each  freight  zone 
nearer  New  Orleans  than  the  61-70  mile 
zone  by  the  appropriate  zone  differential 
set  forth  in  the  schedule  pursuant  to 
§  942.50  (f). 

(e)  Subject  to  the  conditions  set  forth 
In  paragraph  (f)  of  this  section,  com¬ 
pute  the  total  value  of  excess  milk  deliv¬ 
ered  by  producers  for  such  handler  by 
multiplying  the  quantity  of  such  milk 
by  the  Class  III  price  for  4.0  percent 
milk; 

(f)  Compute  the  total  value  of  base 
milk  delivered  by  producers  for  such 
handler  by  subtracting  the  value  com¬ 
puted  pursuant  to  paragraph  (e)  of  this 
section  from  the  value  computed  pur¬ 
suant  to  paragraph  (d)  of  this  section: 
Provided,  That  if  such  resulting  value 
Is  greater  than  an  amount  computed  by 
multiplying  the  pounds  of  base  milk 
delivered  by  producers  by  the  Class  I 
price  computed  pursuant  to  §  942.50  (e) 
(1)  such  value  in  excess  thereof  shall  be 
added  to  the  value  computed  pursuant 
to  para.graph  (e)  of  this  section  to  the 
extent  that  the  excess  price  shall  not 
e.xcced  the  ba.se  price  as  calculated 
herein.  Any  additional  value  remain¬ 
ing  shall  be  prorated  on  a  volume  basis 
betw’een  excess  and  base  milk. 

(g)  Divide  the  result  obtained  in  para¬ 
graph  (f)  of  this  section  by  the  quantity 
of  base  milk  received  by  such  handler 
from  producers.  This  result  shall  be 
known  as  the  uniform  price  per  hundred¬ 
weight  for  such  handler  for  “base  milk” 
received  from  producers  at  plants  located 
in  the  61-70  mile  zone;  and 

(h)  Divide  the  result  obtained  in 
paragraph  (e)  of  this  section  by  the 
quantity  of  excess  milk  received  by  «uch 


S  942.65  Announcement  of  established 
iHises.  On  or  before  the  25th  day  after 
the  end  of  the  base  forming  period,  each 
handler  shall  notify  each  producer  from 
whom  he  received  milk  during  the  base 
forming  period  of  his  established  base 
and  post  publicly  the  base  of  such 
producers. 

determination  of  uniform  prices  to 

PRODUCERS 

§  942.70  Computation  of  the  value  of 
skim  milk  and  butterfat  for  each  han¬ 
dler.  (a)  For  each  delivery  period  the 
market  administrator  shall  compute  for 
each  handler  the  value  of  skim  milk 
received  by  such  handler  from  producers 
during  such  delivery  period  as  follows: 

(1)  Multiply  the  pounds  of  skim  milk 
in  each  class  by  the  price  of  skim  milk 
for  such  class  and  combine  the  resulting 
sums  into  one  total; 

(2)  Add  to  the  value  obtained  in  sub- 
paragraph  (1)  of  this  paragraph  an 
amount  determined  by  multiplying  the 
pounds  of  skim  milk  subtracted  pursuant 
to  §  942.45  (a)  (4)  by  the  appropriate 
class  price;  and 

(3)  Add  to  or  subtract  from,  as  the 
case  may  be,  the  value  obtained  in  sub- 
paragraph  (2)  of  this  paragraph  an 
amount  necessary  to  correct  errors  dis¬ 
covered  by  the  market  administrator  in 

verification  of  reports  of  such  han¬ 
dler  of  his  receipts  and  utilization  of 
skim  milk  for  previous  delivery  periods. 
Including  in  such  amount  the  value  of 
any  skim  milk  reclassified  pursuant  to 
1  942.42  (b). 

(b)  For  each  delivery  period  the  mar¬ 
ket  administrator  shall  compute  for  each 
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handler  from  producers.  This  result 
shall  be  known  as  the  uniform  price  per 
hundredweight  for  such  handler  for 
"excess  milk”  received  from  producers. 


PAYMENTS 


§  942.80  Payments  to  producers,  (a) 
On  or  before  the  last  day  of  each  delivery 
period,  each  handler  shall  make  payment 
to  each  producer  for  milk  received  from 
such  producer  by  such  handler  during 
the  first  15  days  of  the  delivery  period 
at  not  less  than  the  price  per  hundred¬ 
weight  for  Class  III  milk  for  the  preced¬ 
ing  delivery  period. 

(b)  On  or  before  the  15th  day  after 
the  end  of  each  of  the  delivery  periods 
of  September  (except  September  1952) 
through  February,  each  handler  shall 
make  payment  to  each  producer  for  milk 
received  from  such  producer  by  such 
handler  during  the  delivery  period  at  not 
less  than  the  uniform  price  per  hundred¬ 
weight  computed  for  such  handler  pur¬ 
suant  to  §  942.71,  subject  to  the  location 
and  butterfat  differentials  computed 
pursuant  to  §§  942.81  and  942.82,  less 
payment  made  pursuant  to  paragraph 

(a)  of  this  section. 

(c)  On  or  before  the  15th  day  after 
the  end  of  each  of  the  delivery  periods 
of  March  through  August  and  Septem¬ 
ber  1952,  each  handler  shall  make  pay¬ 
ment,  after  deducting  the  amount  of 
payment  made  pursuant  to  paragraph 
(a*  of  this  section,  to  each  producer  for 
milk  received  from  such  producer  by 
such  handler  during  the  delivery  period 
as  follows:  (1)  At  not  less  than  the  uni¬ 
form  price  per  hundredweight  for  base 
milk  computed  pursuant  to  §  942.72  for 
the  quantity  of  base  milk  received  from 
such  producer,  subject  to  the  butterfat 
differential  computed  pursuant  to 
§  942.81  (c)  and  the  location  differen¬ 
tial  set  forth  in  §  942.82;  and  (2)  at  not 
less  than  the  uniform  price  per  hundred¬ 
weight  for  excess  milk  computed  pur¬ 
suant  to  §  942.72  for  the  quantity  of 
excess  milk  received  from  such  producer, 
subject  to  the  butterfat  differential  com¬ 
puted  pursuant  to  §  942.81  (b) 
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5  942.81  Butterfat  differentials.  If 
any  handler  ha.s  received  from  any  pro¬ 
ducer  milk  having  an  average  butterfat 
content  other  than  4.0  percent,  such 
handler,  in  making  payments  pursuant 
to  §  942.80  shall  add  to  the  uniform  price 
of  milk,  base  milk,  or  excess  milk,  as  the 
case  may  be.  for  each  Vio  of  1  percent 
that  the  average  butterfat  content  of 
such  milk  is  above  4.0  percent  not  less 
than,  or  shall  deduct  from  the  uniform 
price  of  milk,  base  milk,  or  excess  milk, 
as  the  case  may  be,  for  each  Vio  of  1 
percent  that  the  average  butterfat  con¬ 
tent  of  such  milk  is  below  4.0  percent  not 
more  than,  the  following  amount  com¬ 
puted  to  the  nearest  Vio  cent; 

(a)  For  each  of  the  delivery  periods 
of  September  (except  September  1952) 
through  February,  the  butterfat  differ¬ 
entials  applicable  with  respect  to  such 
handler's  payments  for  milk  shall  be 
computed  by  subtracting  his  uniform 
price  per  hundredw'eight  of  skim  milk 
from  his  uniform  price  per  hundred¬ 
weight  of  butterfat  and  dividing  the 
result  by  1,000. 


(b)  For  each  of  the  delivery  periods  of 
March  through  August  and  September 
1952,  the  butterfat  differential  applica¬ 
ble  with  respect  to  such  handler’s  pay¬ 
ments  for  excess  milk  shall  be  computed 
by  subtracting  the  price  per  hundred¬ 
weight  of  Class  III  skim  milk  from  the 
price  per  hundredweight  of  Class  III 
butterfat  and  dividing  the  result  by 
1,000. 

(c)  For  each  of  the  delivery  periods  of 
March  through  August  and  September 
1952,  the  butterfat  differential  appli¬ 
cable  w'ith  respect  to  such  handler’s  pay¬ 
ments  for  base  milk  shall  be  computed 
in  a  manner  similar  to  paragraph  (a)  of 
this  section. 

§  942.82  Location  differentials.  Each 
handler,  in  making  payments  prescribed 
in  §  942  80,  shall  adjust  the  uniform 
price  of  base  milk  during  the  delivery 
periods  of  March  through  August  and 
September  1952  and  of-ell  milk  during 
the  delivery  periods  of  September  (ex¬ 
cept  September  1952)  through  February 
for  each  producer  with  respect  to  all  such 
milk  received  from  such  producer  at  a 
plant  of  the  handler  not  located  in  the 
61-70  mile  zone  by  the  amount  per  hun¬ 
dredweight  specified  in  the  table  pur¬ 
suant  to  §  942.50  (f). 

§  942.83  Adjustment  of  accounts. 
Whenever  verification  by  the  market  ad¬ 
ministrator  of  the  payment  by  a  han¬ 
dler  to  any  producer  discloses  payment 
to  such  producer  of  an  amount  w'hich 
is  less  than  is  required  by  this  section, 
the  handler  shall  make  up  such  pay¬ 
ment  to  the  producer  not  later  than  the 
time  of  making  payment  to  producers 
next  following  such  disclosure. 

§  942.84  Expense  of  administration. 
As  his  prorata  share  of  the  expense  of 
administration  of  this  part,  each  han¬ 
dler  shall  pay  to  the  market  adminis¬ 
trator,  on  or  before  the  15th  day  after 
the  end  of  each  delivery  period,  4 
cents  per  hundredweight,  on  such  les.ser 
amount  as  the  Secretary  may  from  time 
to  time  prescribe,  to  be  announced  by 
the  market  administrator  on  or  before 
the  10th  day  after  the  end  of  such  de¬ 
livery  period,  with  respect  to  all  skim 
milk  and  butterfat  received  by  such 
handler,  during  such  delivery  period, 
from  producers,  including  that  received 
from  such  handler’s  own  farm  pro¬ 
duction. 

§  942.85  Termination  of  obligations. 
The  provisions  of  this  section  shall  apply 
to  any  obligation  under  this  part  for  the 
payment  of  money  irrespective  of  when 
such  obligation  arose. 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under  the 
terms  of  this  part,  shall,  except  as  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section,  terminate  2  years  after  the  last 
day  of  the  calendar  month  during  which 
the  market  administrator  receives  the 
handler’s  utilization  report  on  the  milk 
involved  in  such  obligations,  unless  with¬ 
in  such  2-year  period  the  market  admin¬ 
istrator  notifies  the  handler  in  writing 
that  such  money  is  due  and  payable. 
Service  of  such  notice  shall  be  complete 
upon  mailing  to  the  handler’s  last  known 
address,  and  it  shall  contain  but  need  not 
be  limited  to  the  following  information: 


(1)  The  amount  of  the  obligation; 

(2)  The  month (s)  during  which  the 
milk,  with  respect  to  W'hich  the  obliga¬ 
tion  exists,  was  received  or  handled;  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  an  association  of 
producers,  the  name  of  such  producer(s) 
or  association  of  producers,  or  if  the  ob¬ 
ligation  is  payable  to  the  market  admin¬ 
istrator,  the  account  for  which  it  is  to  be 
paid. 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  sub¬ 
part.  to  make  available  to  the  market  ad¬ 
ministrator  or  his  repre.sentatives  all 
books  and  records  required  by  this  part 
to  be  made  available,  the  market  admin¬ 
istrator  may,  wuthin  the  2 -year  period 
provided  for  in  paragraph  (a)  of  this 
section,  notify  the  handler  in  WTiting  of 
such  failure  or  refusal.  If  the  market 
administrator  so  notifies  a  handler,  the 
said  2-year  period  with  respect  to  such 
obligation  shall  not  begin  to  run  until  the 
first  day  of  the  calendar  month  following 
the  month  during  which  all  such  books 
and  records  pertaining  to  such  obligation 
are  made  available  to  the  market  admin¬ 
istrator  or  his  representative. 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section,  a 
handler’s  obligation  under  this  part  to 
pay  money  shall  not  be  terminated  with 
respect  to  any  transaction  involving 
fraud  or  willful  concealment  of  a  fact, 
material  to  the  obligation,  on  the  part 
of  the  handler  against  whom  the  obliga¬ 
tion  is  sought  to  be  imposed. 

(d)  Any  obligation  on  the  part  of  the 

market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims  to 
be  due  him  under  the  terms  of  this  part 
shall  terminate  2  years  after  the  end  of 
the  calendar  month  diyring  which  the 
milk  involved  in  the  claim  was  received 
if  an  underpayment  is  claimed,  or  2  years 
after  the  end  of  the  calendar  month  dur¬ 
ing  which  the  payment  (including  de¬ 
duction  or  set-off  by  the  market  admin¬ 
istrator)  w'as  made  by  the  handler  if  a 
refund  on  such  payment  is  claimed,  un¬ 
less  such  handler,  within  the  applicable 
period  of  time,  files,  pursuant  to  Section 
8c  (15)  (A)  of  the  act,  a  petition  claiming 
such  money.  * 

APPLlCiATION  OF  PROVISIONS 

§  942.90  Producer-handlers.  Sections 
942.40  through  942.45,  942.50  through 
942.53,  942.60  through  942.65,  942.70 
through  942.72,  and  942.80  through  942.85 
shall  not  apply  to  a  producer-handler. 

§  942.91  Milk  subject  to  another  Fed¬ 
eral  order.  Milk  received  at  the  plant 
of  a  handler,  the  handling  of  which  the 
Secretary  determines  to  be  subject  to  the 
pricing  and  payment  provisions  of  any 
other  Federal  milk  marketing  agreement 
or  order  issued  pursuant  to  the  act  for 
any  fluid  milk  marketing  area  shall  not 
be  subject  to  the  pricing  and  payment 
provisions  of  this  part. 

EFFECTIVE  TIME,  SUSPENSION  OR 
TERMINATION 

§  942.100  Effective  time.  The  provi¬ 
sions  of  this  part,  or  any  amendment  to 
this  part,  shall  become  effective  at  such 
time  as  the  Secretary  may  declare  and 
shall  continue  in  force  until  suspended, 
or  terminated,  pursuant  to  §  942.101. 
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5  942.101  Suspension  or  termination. 
Any  or  all  of  the  provisions  of  this  part, 
or  any  amendment  to  this  part,  may  be 
suspended  or  terminated  as  to  any  or 
all  handlers  after  such  reasonable  notice 
as  the  Secretary  shall  give  and  shall,  in 
any  event,  terminate  whenever  the  pro¬ 
visions  of  the  act  cease  to  be  in  effect. 

§  942.102  Continuing  power  and  duty 
of  the  market  administrator,  (a)  If, 
upon  the  suspension  or  termination  of 
any  or  all  provisions  of  this  part,  there 
are  any  obligations  arising  hereunder 
the  final  accrual  or  ascertainment  of 
which  requires  further  acts  by  any  han¬ 
dler,  by  the  market  administrator,  or  by 
any  other  person,  the  power  and  duty  to 
perform  such  further  acts  shall  continue 
notwithstanding  such  suspension  or 
termination:  Provided:  That  any  such 
acts  required  to  be  performed  by  the 
market  administrator  shall,  if  the  Secre¬ 
tary  so  directs,  be  performed  by  such 
other  person,  persons,  or  agency  as  the 
Secretary  may  designate. 

(b)  The  market  administrator,  or 
such  other  person  as  the  Secretary  may 
designate,  shall  (1)  continue  in  such 
capacity  until  removed,  (2)  from  time 
to  time  account  for  all  receipts  and 
disbursements  and  when  so  directed  by 
the  Secretary  deliver  all  funds  on  hand, 
together  with  the  books  and  records  of 
the  market  administrator,  or  such  per¬ 
son,  to  such  person  as  the  Secretary  shall 
direct,  and  (3)  if  so  directed  by  the 
Secretary  execute  assignments  or  other 
Instruments  necessary  or  appropriate  to 
vest  in  such  person  full  title  to  all  funds, 
property,  and  claims  vested  in  the  mar¬ 
ket  administrator  or  such  person  pur¬ 
suant  thereto. 

5  942.103  Liquidation  after  suspen¬ 
sion  or  termination.  Upon  the  suspen¬ 
sion  or  termination  of  any  or  all  pro¬ 
visions  of  this  part  the  market  admin¬ 
istrator,  or  such  person  as  the  Secretary 
may  designate,  shall,  if  so  directed  by  the 
Secretary,  liquidate  the  business  of  the 
market  administrator’s  office,  and  dis¬ 
pose  of  all  funds  and  property  then  in 
his  possession  or  imder  his  control,  to¬ 
gether  with  claims  for  any  funds  which 
are  unpaid  or  owing  at  the  time  of  such 
suspension  or  termination.  Any  funds 
collected  pursuant  to  the  provisions  of 
this  part,  over  and  above  the  amounts 
necessary  to  meet  outstanding  obliga¬ 
tions  and  the  expenses  necessarily  In¬ 
curred  by  the  market  administrator  or 
such  person  in  liqiiidating  such  funds, 
shall  be  distributed  to  the  contributing 
handlers  and  producers  In  an  equitable 
manner. 

MISCELLANEOUS  PROVISIONS 

§  942.110  Liability  of  handlers.  The 
liability  of  the  handlers  under  this  part 
is  several  and  not  joint,  and  no  handler 
shall  be  liable  for  the  default  of  any 
other  handler. 

§  942.111  Agents.  The  Secretary 
®ay,  by  designation  in  writing,  name  any 
ofHcer  or  employee  of  the  United  States 
to  act  as  his  agent  or  representative  In 
connection  with  any  of  the  provisions 
of  this  part. 

5  942.112  Separability  of  provisions. 
If  any  provision  of  this  part,  or  its  ap- 


FEDERAL  REGISTER 

plication  to  any  person  or  circumstance. 
Is  held  Invalid,  the  application  of  such 
provision  and  of  the  remaining  provi¬ 
sions  of  this  part  to  other  persons  or 
circumstances  shall  not  be  affected 
thereby. 
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Home  Loan  Bank  Board 
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Charter  and  Bylaws;  Operation 
June  4,  1952. 

Amendments  liberalizing  bonus  provi¬ 
sions;  authorizing  bonus  on  large  long¬ 
term  accounts;  clarifying  reserve  re¬ 
quirements;  providing  for  a  revised  form 
of  charter  K  and  lifting  limitations  on 
lending  by  insured  Institutions. 

Resolved,  That  pursuant  to  Part  108  of 
the  general  regulations  of  the  Home  Loan 
Bank  Board  (24  CFR  Part  108),  amend¬ 
ments  to  Parts  144  and  145  of  the  rules 
and  regulations  for  the  Federal  Savings 
and  Loan  System  (24  CFR  Parts  144, 
145),  and  S  163.9  of  the  rules  and  regula¬ 
tions  for  Insurance  of  Accounts  (24  CFR 
163.9),  as  hereinafter  set  forth,  are 
hereby  proposed. 

Resolved  further.  That  a  hearing  will 
be  held  on  July  10,  1952,  at  10  o’clock  in 
the  foren<x)n  in  Room  827,  Federal  Home 
Loan  Bank  Board  Building,  101  Indiana 
Avenue  NW.,  Washington,  D.  C.,  before 
the  Home  Loan  Bank  Board,  a  member 
thereof,  or  a  hearing  officer  designated 
by  the  Board,  for  the  purpose  of  receiving 
evidence,  oral  views  and  arguments  on 
said  proposed  amendments  of  the  Rules 
and  Regulations  for  the  Federal  Savings 
and  Loan  System  and  for  Insurance  of 
Accounts,  If  written  notice  of  intention 
to  appear  at  said  hearing  is  received  by 
the  Secretary  to  the  Home  Loan  Bank 
Board  at  least  five  days  before  said  date. 
If  no  such  written  notice  of  Intention  to 
appear  has  been  received  by  the  Secre¬ 
tary  to  the  Board  at  least  five  days  before 
the  date  set  for  the  hearing,  the  hearing 
will  be  dispensed  with.  Whether  or  not 
a  hearing  is  held,  written  data,  views  or 
arguments  on  said  proposed  amendments 
which  are  received  by  the  Secretary  to 
the  Home  Loan  Bank  Board  on  or  before 
July  10,  1952,  or  prior  to  the  conclusion 
of  the  hearing,  if  held,  will  be  considered 
by  the  Home  Loan  Bank  Board  in  con¬ 
nection  with  its  consideration  of  the 
proposed  amendments  of  the  said  rules 
and  regulations, 

a.  Amend  §  143.5  by  striking  the 
phrase  “in  the  form  of  Charter  N”  from 
the  last  sentence  thereof. 

b.  Amend  the  last  sentence  of  para¬ 
graph  (c)  of  §  143.11  to  read  as  follows: 
“Upon  approval  by  the  Board  of  a  formal 
application  for  conversion  into  a  Fed¬ 
eral  association,  the  Board  will  issue  a 
Charter,  as  provided  in  §  144.1  of  this 
subchapter;  conversion  into  a  Federal 
association  Is  completed  upon  the  issu¬ 
ance  of  such  charter  and  upon  compli¬ 
ance  with  all  relevant  requirements  of 
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law’.  If  any,  which  expres.sly  provide  for 
such  conversion.” 

c.  Amend  the  provisions  preceding  the 
first  colon  in  S  144.1  to  read  as  follows; 

§144.1  Issuance  of  charter — (a) 
Charter  N.  Except  as  provided  in  para¬ 
graph  (b)  of  this  section  and  in  §  144.2, 
the  following  form  of  charter,  which 
shall  be  known  as  Charter  N,  will  be  is¬ 
sued  on  and  after  the  effective  date  of 
the  rules  and  regulations  in  this  part, 
upon  approval  by  the  Board  of  any  peti¬ 
tion  for  a  charter  for  a  Federal  associa¬ 
tion  pursuant  to  the  provisions  of 
subsections  (a)  or  (i)  of  section  5  of 
Home  Owners’  Loan  Act  of  1933,  as 
amended. 

d.  Amend  §  144.1  by  adding  a  new  par- 
a.graph  (b)  at  the  end  thereof,  as  fol¬ 
lows: 

(b)  Charter  K  (rev.).  If  expiessly 
requested  in  the  Petition  for  Charter,  or 
In  the  Application  for  Conversion  into 
H  Federal  Association,  the  Board,  in  lieu 
of  Charter  N,  will  issue  a  Charter  K 
(rev.),  reading  as  follows: 

CH.APm  K  (Rev.) 

1.  Corporate  title.  The  full  corporate  title 

of  the  Federal  association  hereby  char¬ 
tered  Is _ _ 

2.  Office.  The  home  office  shall  be  located 

at _ 

3.  Objects  and  powers.  The  objects  of  the 
association  are  to  promote  thrift  by  provid¬ 
ing  a  convenient  and  safe  method  for  people 
to  save  and  invest  money  and  to  provide  for 
the  sound  and  economical  financing  of 
homes;  and.  In  the  accomplishment  of  such 
objects.  It  shall  have  perpetual  succession 
and  power:  (1)  To  act  as  fiscal  agent  of  the 
United  States  when  designated  for  that  pur¬ 
pose  by  the  Secretary  of  the  Treasury,  under 
such  regulations  as  he  nuiy  prescribe,  and 
shall  perform  all  such  reasonable  duties  as 
fiscal  agent  of  the  United  States  as  he  may 
require  and  to  act  as  agent  for  any  other 
Instrumentality  of  the  United  States  when 
designated  for  that  purpose  by  any  such  In¬ 
strumentality;  (2)  To  sue  and  be  sued,  com¬ 
plain  and  defend  in  any  court  of  law  or 
equity;  (3)  To  have  a  corporate  seal,  affixed 
by  Imprint,  facsimile  or  otherwise;  (4)  To 
appoint  officers  and  agents  as  Its  business 
shall  require,  and  allow  them  suitable  com¬ 
pensation;  (5)  To  adopt  bylaws  not  incon¬ 
sistent  with  the  Constitution  or  laws  of  the 
United  States  and  rules  and  regulations 
adopted  thereunder  and  this  charter;  (6) 
To  raise  its  capital,  which  shall  be  unlimited, 
by  accepting  payments  on  savings  accounts 
representing  share  interests  in  the  associa¬ 
tion;  (7)  To  borrow  money;  (8)  To  lend  and 
otherwise  Invest  Its  funds;  (9)  To  wind  up 
and  dissolve,  merge,  consolidate,  convert,  or 
reorganize;  (10)  To  purchase,  hold,  and  con¬ 
vey  real  and  personal  estate  consistent  with 
Its  objects,  purposes,  and  powers;  (11)  To 
mortgage  or  lease  any  real  and  personal 
estate  and  take  such  property  by  gift,  devise, 
or  bequest;  and  (12)  To  exercise  all  powers 
conferred  by  law.  In  addition  to  the  fore¬ 
going  powers  expressly  enumerated,  this  as¬ 
sociation  shall  have  power  to  do  all  things 
reasonably  incident  to  the  accomplishment 
of  its  express  oDjects  and  the  performance 
of  its  express  powers.  It  shall  exercise  Its 
powers  In  conformity  with  all  laws  of  the 
United  States  as  they  now  are,  or  as  they 
may  hereafter  be  amended,  and  with  all 
rules  and  regulations  which  are  not  In  con¬ 
flict  with  this  charter  now  or  hereafter  made 
thereunder. 

4.  Members.  All  holders  of  the  associa¬ 
tion’s  savings  accounts  and  all  borrowers 
therefrom  are  members.  In  the  consldera- 


52:>6 


P?.OPOSED  RULE  MAKING 


tlon  of  all  questions  requiring  action  by  the 
members  of  the  association,  each  holder  of 
a  savings  account  shall  be  permitted  to 
cast  one  vote  for  each  $100,  or  fraction 
thereof,  of  the  withdrawal  value  of  his  ac* 
count.  A  borrowing  member  shall  be  per¬ 
mitted,  as  a  borrower,  to  cast  one  vote,  and 
to  cast  the  number  of  votes  to  which  he  may 
be  entitled  as  the  holder  of  a  savings  ac¬ 
count.  No  member,  however,  shall  cast  more 
than  50  votes.  Voting  may  be  by  proxy. 
Any  number  of  members  present  at  a  regu¬ 
lar  or  special  meeting  of  the  members  shall 
constitute  a  quorum.  A  majority  of  all  votes 
cast  at  any  meeting  of  members  shall  deter¬ 
mine  any  question.  'Hie  members  who  shall 
be  entitled  to  vote  at  any  meeting  of  the 
members  shall  be  those  owning  savings  ac¬ 
counts  and  borrowing  members  of  record 
on  the  books  of  the  association  at  the  end 
of  the  calendar  month  next  preceding  the 
date  of  such  meeting.  The  number  of  votes 
which  each  member  shall  be  entitled  to 
cast  at  any  meeting  of  the  members  shall 
be  determined  from  the  books  of  the  asso¬ 
ciation  as  of  the  end  of  the  calendar  month 
next  preceding  the  date  of  such  meeting. 
Those  who  were  members  at  the  end  of  the 
calendar  month  next  preceding  the  date  of 
a  meeting  of  members  but  who  shall  have 
ceased  to  be  members  prior  to  such  meeting 
shall  not  be  entitled  to  vote  thereat.  All 
savings  accounts  shall  be  nonassessable. 

5.  Directors.  The  association  shall  be  un¬ 
der  the  direction  of  a  board  of  directors  of 
not  less  than  5  nor  more  than  IS,  as  fixed 
In  the  assoetatlon’s  bylaws  or.  In  the  absence, 
of  any  such  bylaw  provision,  as  from  time 
to  time  expressly  determined  by  resolution 
of  the  asseclatlon's  members.  Elach  direc¬ 
tor  of  the  association  shall  be  a  member 
of  the  association,  and  a  director  shall  tease 
to  be  a  director  when  he  ceases  to  be  a  mem¬ 
ber.  Directors  of  the  association  shall  be 
elected  by  Its  members  by  bsUllot:  Provided, 
That  in  the  event  of  a  vacancy  in  the  direc¬ 
torate,  including  vacandes  created  by  an 
Increase  in  the  number  of  directors,  the 
board  of  directors  mag  fill  such  vacancy,  if 
the  members  of  the  association  fail  so  to  do. 
by  electing  a  director  to  serve  until  the  next 
annual  meeting  of  the  members.  Directors 
shall  be  elected  for  periods  of  3  years  and 
until  their  successors  are  elected  and  quali¬ 
fied,  but  provision  shall  be  made  for  the 
election  of  approximately  one-third  of  the 
board  of  directors  each  year. 

6.  Withdrawals.  The  association  shall 
have  the  right  to  pay  the  withdrawal  value  of 
its  savings  accounts  at  any  time  upon  appli¬ 
cation  therefor  and  to  pay  the  holders  thereof 
the  withdrawal  value  thereof.  Upon  receipt  of 
a  written  request  from  any  holder  of  a  sav¬ 
ings  account  of  the  association  for  the  with¬ 
drawal  from  such  account  of  all  or  any  part 
of  the  withdrawal  value  thereof,  the  associa¬ 
tion  shall  within  30  days  pay  the  amount  re¬ 
quested:  Provided,  That  If  the  association  Is 
unable  to  pay  all  withdrawals  requested  at 
the  end  of  30  days  from  the  date  of  such 
requests.  It  shall  then  number  and  file  all 
withdrawal  requests  In  the  order  received 
and  shall  proceed  In  the  following  manner 
while  any  withdrawal  request  remains  un¬ 
paid  for  more  than  30  days: 

Withdrawal  requests  shall  be  paid  In  the 
order  received  and  If  any  holder  of  a  savings 
account  or  accounts  has  requested  the  with¬ 
drawal  of  more  than  $1,000.  he  shall  be  paid 
$1,000  In  order  when  reached  and  his  with¬ 
drawal  request  shall  be  charged  with  such 
amount  as  paid  and  shall  be  renumbered  and 
placed  at  the  end  of  the  list  of  withdrawal 
requests,  and  thereafter,  upon  again  being 
reached,  shall  be  paid  a  like  amount,  but 
not  exceeding  the  withdrawal  value  of  his 
savings  account,  and  until  such  withdrawal 
request  shall  have  been  paid  In  full,  shall 
continue  to  be  so  paid,  renumbered,  and  re¬ 
placed  at  the  end  of  the  withdrawal  requests 
on  file;  Provided,  That  when  any  such  re¬ 
quest  Is  reached  for  payment,  the  association 
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shall  so  advise  the  holder  of  such  savings 
account  by  registered  mall  to  his  last  address 
as  recorded  on  the  books  of  the  association 
and,  unless  such  holder  shall  apply  In  per¬ 
son  or  In  writing  for  the  payment  of  such 
withdrawal  request  within  30  days  from  ths 
date  of  the  mailing  of  such  notice,  no  pay¬ 
ment  on  account  of  such  withdrawal  request 
shall  be  made  and  such  request  shall  be  can¬ 
celled:  Provided  further.  That  the  board  of 
directors  shall  have  an  absolute  right  to  pay 
on  an  equitable  basis  an  amount  not  exceed¬ 
ing  $200  to  any  holder  of  a  savings  account 
or  accounts  In  any  calendar  month  without 
regard  to  any  other  provision  of  this  section. 

When  unable  to  pay  all  withdrawal  re¬ 
quests  within  a  period  not  exceeding  30  days 
from  the  date  of  receipt  of  written  request 
therefor,  the  association  shall  allot  to  the 
payment  of  such  requests  the  remainder  of 
the  association’s  receipts  from  all  sources 
after  deducting  from  total  receipts  appropri¬ 
ate  amounts  for  expenses,  required  payments 
on  Indebtedness,  earnings  distributable  In 
cash  to  holders  of  savings  accounts,  and  a 
fund  for  general  corporate  purposes  equiva¬ 
lent  to  not  more  than  20  percent  of  the  asso¬ 
ciation's  receipts  from  holders  of  Its  savings 
accounts  and 'from  Its  borrowers.  The  holder 
of  a  savings  account  for  which  application 
for  withdrawal  has  been  made  shall  remain 
a  holder  of  a  savings  account  until  paid  and 
shall  not  become  a  creditor.  Provided,  how¬ 
ever,  That  the  holder  of  such  an  account 
shall  not  be  entitled  to  any  distribution  of 
earnings  upon  such  account  to  the  extent  of 
the  amount  of  the  withdrawal  request  there¬ 
on  as  long  as  such  withdrawal  request  re¬ 
mains  upon  the  withdrawal  list. 

7.  Redemption.  At  any  time  sufficient 
funds  are  on  hand,  the  association  shall  have 
the  right  to  redeem,  by  lot  or  otherwise  as  the 
board  of  directors  may  determine,  all  or  any 
part  of  any  of  Its  savings  accounts  on  June  30 
or  December  31,  by  giving  30  days'  notice 
of  such  redemption  by  registered  mall  ad¬ 
dressed  to  the  holder  of  each  such  savings 
account  at  his  last  address  as  recorded  on 
the  books  of  the  association.  The  associa¬ 
tion  may  not  redeem  any  of  Its  savings  ac¬ 
counts  when  there  Is  an  Impairment  of  Its 
capital  or  when  It  has  any  request  for  with¬ 
drawal  which  has  been  on  file  and  unpaid 
for  more  than  30  days.  The  redemption  price 
of  each  savings  account  redeemed  shall  be 
the  full  value  thereof,  as  determined  by  the 
board  of  dlreetors,  but  In  no  event  shall  the 
redemption  price  be  less  than  the  withdrawal 
amount  of  such  savings  account.  If  a  sav¬ 
ings  account  which  Is  redeemed  Is  entitled 
to  participate  In  any  reserve  for  bonus,  the 
amount  In  such  reserve  for  bonus  which  Is 
properly  allocable  to  such  savings  account 
shall  be  paid  as  part  of  the  redemption  price 
thereof.  If  any  notice  of  redemption  shall 
have  been  duly  given,  and  If  the  funds  neces¬ 
sary  for  such  redemption  shall  have  been  set 
aside  so  as  to  be  and  to  continue  to  be  avail¬ 
able  for  that  purpose,  earnings  upon  such 
account  shall  cease  to  accrue  from  and  after 
the  date  specified  as  the  redemption  date  and 
all  rights  with  respect  to  each  such  account 
shall  forthwith,  after  such  redemption  date, 
terminate,  except  only  the  right  of  the  holder 
of  record  of  such  savings  account  to  receive 
the  redemption  price  thereof  without  earn¬ 
ings. 

8.  Loans  and  investments.  77ie  associa¬ 
tion  may  make  any  loan  or  Investment  au¬ 
thorized  by  statute  and  the  rules  and  regula¬ 
tions  made  by  the  Home  Loan  Bank  Board 
and  In  effect  on  August  15,  1949;  It  may  make 
such  additional  loans  and  Investments  as 
may  thereafter  be  authorized  by  amendments 
of  the  said  rules  and  regulations. 

9.  Power  to  borrow.  The  association  may 
borrow  money  In  an  aggregate  amount  not 
exceeding  one-half  of  Its  capital;  the  amount 
which  may  be  borrowed  from  sources  other 
than  a  Federal  home  loan  bank  shall  not 
exceed  one-tenth  of  such  capital.  Notwith¬ 
standing  the  foregoing  limitations,  the  as¬ 


sociation  may,  with  prior  approval  by  the 
Federal  Home  Loan  Bank  Board  borrow  from 
any  Federal  agency  or  Instrumentality  with¬ 
out  limitation,  upon  such  terms  and  condi¬ 
tions  as  may  be  required  by  such  bank  or 
agency.  The  association  may  pledge  and 
otherwise  encumber  any  of  Its  assets  to 
secure  Its  debts. 

10.  Reserves,  surplus,  and  distribution  of 
earnings.  The  association  shall  maintain 
general  reserves  for  the  sole  purpose  of  meet. 
Ing  losses;  such  reserves  shall  Include  the 
reserve  required  for  Insurance  of  accounts. 
Any  losses  may  be  charged  against  general 
reserves.  If  and  whenever  the  general  re¬ 
serves  of  the  association  are  not  equal  to  at 
least  10  percent  of  Its  capital.  It  shall,  as  of 
June  30  and  December  31  of  each  year,  credit 
to  such  reserves  an  amount  equivalent  to  at 
least  5  percent  of  Its  net  earnings  for  the  6 
months'  period,  or  the  amount  necessary  for 
the  reserve  required  for  Insurance  of  ac¬ 
counts,  whichever  Is  greater,  until  such  re¬ 
serves  are  equal  to  at  least  10  percent  of  the 
association's  capital.  As  of  June  30  and  De¬ 
cember  31  of  each  year,  after  payment  or 
provision  for  payment  of  all  expenses,  credits 
to  general  reserves  and  such  credits  to  sur¬ 
plus  as  the  board  of  directors  may  determine, 
and  provision  for  bonus  on  savings  accounts 
as  authorized  "by  regulations  made  by  the 
Home  Loan  Bank  Board,  the  board  of  direc¬ 
tors  of  the  association  shall  cause  the  re¬ 
mainder  of  the  net  earnings  of  the  associa¬ 
tion  for  the  6  months’  period  to  be  dis¬ 
tributed  promptly  on  Its  savings  accounts, 
ratably,  as  declared  by  the  board  of  directors, 
to  the  withdrawal  value  thereof;  In  lieu  of  or 
In  addition  to  such  net  earnings,  any  of  the 
association's  surplus  funds  may  be  likewise 
distributed.  Such  net  earnings  shall  be 
credited  to  savings  accounts  or  paid,  as  di¬ 
rected  by  the  owner.  All  holders  of  savings 
accounts  shall  participate  at  the  same  rate 
and  on  the  same  basis  In  the  distribution  of 
earnings:  Provided,  That  the  association  Is 
not  required  to  distribute  earnings  on  short¬ 
term  savings  accounts  or  on  accounts  of  $10 
or  less.  Ebccept  as  provided  above,  earnings 
shall  be  declared  on  all  savings  accounts  of 
record  at  the  close  of  each  such  6  months’ 
period,  on  the  withdrawal  value  of  each  such 
account  at  the  beginning  of  the  said  0 
months*  period,  plus  the  payments  made 
thereon  during  such  period  (less  amounts 
withdrawn,  and,  for  purposes  of  participa¬ 
tion  In  earnings,  deducted  from  the  latest 
previous  payments),  computed  at  the  de¬ 
clared  rate  for  the  time  Invested,  determined 
as  provided  below.  The  date  of  Investment 
shall  be  the  date  of  actual  receipt  of  such 
payments  by  the  association,  unless  the 
board  of  directors  fixes  a  date,  not  later 
than  the  tenth  of  the  month,  for  determin¬ 
ing  the  date  of  Investment  of  payments  on 
savings  accounts  or  designated  classes  there¬ 
of.  Payments,  affected  by  such  determina¬ 
tion  date,  received  by  the  association  on  or 
before  such  determination  date,  shall  receive 
earnings  as  If  invested  on  the  first  of  such 
month.  Payments,  affected  by  such  deter¬ 
mination  date,  received  subsequent  to  such 
determination  date  shall  receive  earnings  as 
If  Invested  on  the  first  of  the  next  succeeding 
month.  Notwithstanding  any  other  provi¬ 
sion  of  Its  charter,  the  association  may  dis¬ 
tribute  net  earnings  on  Its  savings  accounts 
on  such  other  basis  and  In  accordance  with 
such  other  terms  and  conditions  as  may  from 
time  to  time  be  authorized  by  regulations 
made  by  the  Home  Loan  Bank  Board.  All 
holders  of  savings  accounts  of  the  associa¬ 
tion  shall  be  entitled  to  equal  distribution  of 
assets,  pro  rata  to  the  value  of  their  savings 
accounts.  In  the  event  of  voluntary  or  In¬ 
voluntary  liquidation,  dissolution,  or  wind¬ 
ing  up  of  the  association. 

11.  Amendment  of  charter.  No  amend¬ 
ment,  addition,  alteration,  change,  or  repeal 
of  this  charter  shall  be  made  unless  such 
proposal  Is  made  by  the  board  of  directors  of 
the  association,  and  submitted  to  and  ap* 
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proved  by  the  Home  Loan  Bank  Board,  and 
Is  thereafter  submitted  to  and  approved  by 
the  members  at  a  legal  meeting.  Any 
amendment,  addition,  alteration,  change,  or 
repeal  so  acted  upon  and  approved  shall  be 
effective.  If  filed  with  and  approved  by  the 
Home  Loan  Bank  Board,  as  at  the  date  of  the 
final  approval  of,  or  as  fixed  by,  the  members. 


Attest: 


Home  Loan  Bank  Board, 


By . - 

(Chairman) 


(Secretary) 

e.  Amend  §  144.3  to  read  as  follows: 

S  144.3  Adoption  of  Charter  S.  A 
Federal  association  that  has  a  Charter 
E  or  a  Charter  K  may  amend  such  char¬ 
ter  In  its  entirety  to  read  in  the  form  of 
Charter  N  or  Charter  K  (rev.),  by  ma¬ 
jority  vote  of  such  association’s  members 
present  at  any  duly  called  regular  or 
special  meeting  of  members:  Provided, 
That,  in  the  case  of  a  Federal  association 
that  has  a  Charter  K.  the  board  of  direc¬ 
tors  of  such  association  shall  first  have 
proposed  such  amendment,  and  the  pro¬ 
visions  of  this  section  shall  be  deemed 
to  be  the  approval  by  the  Board  of  such 
proposal.  Upon  receipt  of  the  following 
petition  from  a  Federal  association  that 
has  amended  its  charter  as  provided  in 
this  section,  the  Board  will  issue  to  such 
Federal  association,  as  requested  by  it  a 
Charter  N  or  a  Charter  K  (rev.)  in  the 
same  name  and  showing  the  same  loca¬ 
tion  of  home  office  as  is  prescribed  in 
such  association’s  present  charter,  unless 
the  Board  when  petitioned  approves  a 
change  in  such  name  or  location. 

f.  Amend  the  language  preceding  the 
first  colon  in  §  144.5  to  read  as  follows: 

§  144.5  Prescribed  form.  A  Federal 
association  that  has  a  Charter  N  or 
Charter  K  (rev.)  shall  operate  under  the 
following  prescribed  bylaws,  unless  and 
until  such  bylaws  are  amended  in  ac¬ 
cordance  with  the  procedure  therein  set 
forth. 

g.  Amend  §  144.6,  preceding  paragraph 
(a)  thereof,  to  read  as  follows: 

§  144.6  Amendment  to  bylaws.  This 
section  constitutes  approval  by  the 
Board  of  any  one  or  more  of  the  follow¬ 
ing  amendments  to  the  bylaws  of  any 
Federal  association,  upon  the  valid  adop¬ 
tion  of  any  such  amendment  by  such 
association’s  directors  or  members  as 
provided  in  its  bylaws,  effective  when 
so  adopted;  Provided,  however.  That  the 
bylaw  amendment  set  forth  in  para¬ 
graph  (e)  of  this  section  may  be  adopted 
only  by  a  Federal  association  which  has 
a  Charter  not  inconsistent  with  the  pro¬ 
visions  of  §  145.3  of  this  subchapter. 

h.  Amend  paragraph  (e)  of  §  144.6  to 
read  as  follows: 

(e)  Bonus  for  long-term  savings.  As 
a  bonus  for  long-term  savings,  the  asso¬ 
ciation  may,  as  from  time  to  time  deter¬ 
mined  by  its  board  of  directors,  distrib¬ 
ute  to  holders  of  savings  accounts  reward 
•arnings,  in  addition  to  earnings  dis¬ 
tributed  to  the  holders  of  all  savings  ac¬ 
counts,  in  accordance  with  rules  and 
regulations  made  by  the  Home  Loan 
Bank  Board. 

No.  113 - 7 


1.  Amend  Part  144  by  adding  a  new 
9  144.8  at  the  end  thereof,  reading  as 
follows: 

§  144.8  Charter  amendments — (a) 
Charter  K.  The  provisions  of  this  section 
shall  'constitute  the  approval  by  the 
Home  Loan  Bank  Board  of  the  proposal 
by  the  board  of  directors  of  any  Federal 
association  that  has  a  Charter  K  of  the 
following  amendments  to  said  Federal 
association’s  charter:  Provided,  That 
such  Federal  association  follows  the  re¬ 
quirements  of  section  16  of  its  charter  in 
adopting  such  amendments:  Amend¬ 
ment  of  the  tenth  sentence  of  section 
9  by  striking  the  period  at  the  end  there¬ 
of  and  adding:  “:  Provided  further.  That 
the  association  may  provide  for  bonus 
payments  in  accordance  with  section  10 
hereof.”  together  with  the  amendment 
of  section  10  to  read  as  follows:  ”10.  Pay¬ 
ment  of  bonus  on  share  accounts:  The 
association  may  pay  a  bonus  upon  its 
share  accounts  as  authorized  by  regu¬ 
lations  made  by  the  Home  Loan  Bank 
Board.” 

(b)  Charter  N.  The  provisions  of  this 
section  shall  constitute  the  approval  by 
the  Home  Loan  Bank  Board  of  the  pro¬ 
posal  by  the  board  of  directors  of  any 
Federal  association  that  has  a  Charter 
N  of  the  following  amendment  to  said 
Federal  association’s  Charter;  Provided, 
That  such  Federal  association  follows  the 
requirements  of  section  11  of  its  Charter 
in  adopting  such  amendment:  Amend¬ 
ment  of  the  second  sentence  of  section  10 
to  read  as  follows:  “If  and  whenever  the 
general  reserves  of  the  association  are 
not  equal  to  at  least  10  percent  of  its 
capital,  it  shall,  as  of  June  30  and  De¬ 
cember  31  of  each  year,  credit  to  such  re¬ 
serves  an  amount  equivalent  to  at  least 
5  percent  of  its  net  earnings  for  the  6 
months’  period,  or  the  amount  necessary 
for  the  reserve  required  for  insurance 
of  accounts,  whichever  is  greater,  until 
such  reserves  are  equal  to  at  least  10  per¬ 
cent  of  the  association’s  capital”. 

j.  Amend  the  second  sentence  of 
9  145.1  to  read  as  follows:  “The  savings 


accounts  of  a  Federal  association  that 
has  a  Charter  E  or  a  Charter  K  and 
which  amends  such  charter  to  read  in 
the  form  of  Charter  N  or  Charter  K 
(rev.)  shall  continue  to  have  the  same 
rights  and  privileges  and  to  be  subject 
to  the  same  duties  and  liabilities  as  were 
provided  in  the  charter  in  effect  at  the 
time  such  savings  accounts  were  created, 
until  exchanged  for  a  savings  account 
issued  under  the  provisions  of  Charter  N 
or  Charter  K  (rev.).” 

k.  Amend  §  145.1-1  by  inserting,  im¬ 
mediately  after  the  phrase  “Charter  N”. 
the  following  additional  language:  "or 
Charter  K  (rev.).” 

l.  Amend  the  first  and  second  sen¬ 
tences  of  paragraph  (b)  of  §  145.2  by 
inserting  in  each  such  sentence  after 
the  phrase  “Charter  N”,  the  following 
additional  language:  “or  Charter  K 
(rev.).” 

m.  Amend  9  145.3  to  read  as  follows: 

9  145.3  Bonus  for  long-term  sav¬ 
ings — (a)  Periodic  savings  accounts.  As 
a  bonus  for  regular  payments  on  savings 
accounts,  a  Federal  association  which 
has  a  charter  not  inconsistent  with  the 
provisions  ot  this  section  may  distribute 
reward  earnings  to  the  holders  ot  sav¬ 
ings  accounts  who  have  made  regular 
payments  of  an  amount  agreed  -upon  be¬ 
tween  the  association  and  the  account 
holder,  without  delay  of  more  than  90 
days  in  any  payment,  without  any  pre¬ 
payment  of  more  than  12  months  and 
without  the  withdrawal  of  any  part  of 
such  savings  account.  If  such  plan  is 
adopted  by  a  Federal  association,  it  shall 
make  such  plan  available  to  all  its  mem¬ 
bers  qualifying  therefor,  without  dis¬ 
crimination.  Such  reward  earnings,  as 
declared  by  the  Board  of  Directors,  shall 
be  in  addition  to  earnings  distributed  to 
the  holders  of  all  savings  accounts  but 
shall  be  declared  and  credited  promptly, 
as  of  the  same  dates  and  computed  in 
the  same  manner  as  other  earnings  for 
distribution  and  at  the  following  maxi¬ 
mum  rates: 


Beginning  with  the  third  year  in  which  the  account 

has  qualified  for  reward  earnings _  >4  of  1  percent  per  annum; 

Beginning  with  the  fifth  year _  1/2  of  1  percent  per  annum; 

Beginning  with  the  seventh  year _ %  of  1  percent  per  annum; 

Beginning  with  the  ninth  year _  1  percent  per  annum. 


Provided,  That  the  agreement  shall  lapse 
and  the  account  shall  lose  any  further 
claims  to  reward  dividends  if  at  any  time 
a  withdrawal  is  made  from  the  account, 
a  prepayment  of  more  than  12  months  is 
made,  or  there  is  a  delay  of  more  than 
90  days  in  any  payment. 

(b)  Lump-sum  savings  accounts.  As 
a  bonus  for  long-term  savings  other  than 
periodic  savings  accounts,  a  Federal  as¬ 
sociation  which  has  a  charter  not  incon¬ 
sistent  with  the  provisions  of  this  section 
may  pay  reward  earnings  on  balances  of 
$500  or  more  that  have  remained  con¬ 
tinuously  in  such  a  bonus  account  for  a 


period  of  two  years  or  more  in  ac¬ 
cordance  with  an  agreement  between  the 
association  and  the  account  holder.  If 
such  plan  is  adopted  by  a  Federal  asso¬ 
ciation.  it  shall  make  such  plan  available 
to  all  its  members  qualifying  therefor, 
without  discrimination.  Such  reward 
earnings  shall  be  in  addition  to  the  regu¬ 
lar  earnings  distributed  to  the  holders 
of  all  savings  accounts  but  shall  be  de¬ 
clared  and  credited  or  paid  promptly,  as 
of  the  same  dates  and  computed  in  the 
same  manner  as  other  earnings  for  dis- 
tributiyn  and  at  the  following  maximum 
rates: 


Beginning  with  the  third  year  In  which  the  account 

has  qualified  for  reward  earnings _ -  14  of  1  percent  per  annum; 

Beginning  with  the  fifth  year _ Vi  of  1  percent  per  annum; 

Beginning  with  the  seventh  year _  %  of  1  percent  per  annum; 

Beginning  with  the  ninth  year _  1  percent  per  annum. 
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Provided.  That  the  agreement  shall 
lapse  and  the  account  shall  lose  any  fur¬ 
ther  claims  to,  and  shall  not  receive  any 
further  reward  earnings  if  a  withdrawal 
is  made  from  the  account,  except,  how¬ 
ever,  that  withdrawals  from,  and  addi¬ 
tions  to,  the  account  may  be  made  in 
units  of  $500. 

(c)  Bonus  operations.  A  Federal 
association  that  has  a  charter  not  incon¬ 
sistent  with  the  provisions  of  this  section 
may  credit  to  the  accounts  of  all  mem¬ 
bers  holding  bonus  accounts  in  good 
standing,  that  amount  in  the  bonus  re¬ 
serve  to  which  they  would  be  entitled  if 
their  bonus  accounts  were  withdrawn  at 
the  time  of  such  credit,  and  may  trans¬ 
fer  to  surplus  or  to  other  reserves  any 
other  amounts  in  any  Reserve  for  Bonus 
and  further  bonus  earnings  shall  be 
credited  to  the  accounts  of  the  members 
thereto  entitled;  but  shall  not,  after  (in¬ 
sert  effective  date  of  regulation),  enter 
into  any  bonus  agreement  or  adopt  any 
bonus  plan  inconsistent  with  the  provi¬ 
sions  of  this  section.  Bonus  rights  exist¬ 
ing  on  (insert  effective  date  of  regula¬ 
tion)  are  preserved  and  approval  is  given 
to  the  carrying  out  of  any  bonus  agree¬ 
ments  in  existence  on  such  date  to  their 
maturity  in  accordance  with  the  terms 
thereof:  Provided,  That  the  holder  of 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

(2112859) 

Wisconsin 

NOTICE  of  filing  OF  PLAT  OF  SURVEY 
June  4,  1952. 

Notice  is  given  that  the  plat  accepted 
October  31,  1950,  of  (1)  dependent  re¬ 
survey  delineating  the  retracement  and 
reestablishment  of  a  portion  of  the  orig¬ 
inal  township  boundary  and  subdlvi- 
sional  lines  designed  to  restore  all  corners 
on  the  boundaries  of  sections  5  and  8  in 
their  true  original  locations  according  to 
the  best  available  evidence  and  (2)  an 
extension  survey  to  Include  lands  erron¬ 
eously  omitted  from  the  original  survey 
and  not  shown  upon  the  plat  approved 
February  4,  1860,  will  be  officially  filed  in 
the  Bureau  of  Land  Management,  Wash¬ 
ington  25,  D.  C.,  effective  at  10:00  a.  m. 
on  the  35th  day  after  the  date  of  the 
notice  as  to  the  following  described 
lands : 

4th  Principal  Meridian,  Wisconsin 

T.  40  N.,  R.  11  E., 

Section  8,  lots  4,  5,  6 

Section  8.  lots  4,  5,  6 

The  area  described  aggregates  129.77 
acres. 

Available  Information  Indicates  that 
the  greater  portion  of  the  lands  are 
spruce  and  tamarack  swamp.  However, 
there  is  a  considerable  area  of  rolling  up¬ 
land  having  a  sandy  loam  soil  and  having 
a  fair  stand  of  mixed  pines,  spruce  and 


any  such  bonus  account  in  good  standing 
may  surrender  such  account  and  receive 
In  exchange  a  bonus  account  as  provided 
herein ;  upon  the  surrender  of  such  bonus 
account,  the  holder  shall  receive  his 
participation  in  the  bonus  reserve  here¬ 
tofore  required  and  shall  participate  in 
the  installment  bonus  authoidzed  by  this 
section  if  continued  as  herein  provided 
from  the  time  of  such  exchange:  Pro¬ 
vided,  That  the  time  such  account  has 
been  invested  and  qualified  for  participa¬ 
tion  in  any  such  previous  bonus  plan 
shall  be  counted  in  computing  future 
reward  earnings  on  such  account  under 
this  section. 

(d)  Bonus  may  be  terminated.  The 
members  of  a  Federal  association  may  at 
any  time,  by  bylaw  amendment,  termi¬ 
nate  any  bonus  plan  under  which  the 
association  is  operating  and  the  payment 
of  a  bonus  on  existing  accounts  issued 
under  the  provisions  of  this  section  as 
amended  (insert  effective  date  of  amend¬ 
ment).” 

n.  Amend  paragraph  (b)  of  §  163.9  to 
read  as  follows: 

(b)  Any  Insured  institution  may,  to  an 
aggregate  amount  not  in  excess  of 
fifteen  per  centum  of  its  assets  and 
without  approval  of  the  Corporation,  to 
the  extent  it  has  legal  power  to  do  so. 


NOTICES 


birch  timber  ranging  up  to  16  Inches  In 
diameter. 

According  to  the  field  notes  and  as 
shown  by  the  plat,  lot  4  sec.  5;  lots  4  and 
6  sec.  8  are  principally  upland  and  that 
lots  5  and  6  sec.  5,  and  lot  5  sec.  8  are 
principally  swamp  in  character  and  ap¬ 
pear  to  be  sw’amp  and  overflowed  with¬ 
in  the  meaning  of  the  act  of  September 
28,  1850  (9  Stat.  519).  Should  the  land 
finally  be  determined  to  be  swamp  and 
overflowed  in  character  it  must  be  held 
to  have  inured  to  the  State  and  any  ap. 
plication  adverse  to  the  State  in  conflict 
with  swamp  land  claims  will  be  governed 
by  §  271.2  of  Title  43  of  the  Code  of  Fed¬ 
eral  Regulations. 

No  applications  for  the  described  lands 
may  be  allowed  under  the  homestead  or 
small  tract  laws  unless  the  land  has  al¬ 
ready  been  classified  as  valuable  or  suit¬ 
able  for  such  application  or  shall  be  so 
classified  upon  consideration  of  an 
application. 

At  the  hour  and  date  specified  above 
the  said  lands  shall,  subject  to  valid 
existing  rights  and  the  provisions  of 
existing  withdrawals,  become  subject  to 
application,  petition,  location,  or  selec¬ 
tion  as  follows: 

(a)  Ninety-one  day  period  for  prefer¬ 
ence-right  filings.  For  a  period  of  91 
days,  commencing  at  the  hour  and  on 
the  day  specified  above,  the  public  lands 
affected  by  this  notice  shall  be  subject 
only  to  (1)  application  under  the  home¬ 
stead  or  the  Small  Tract  Act  of  June  1. 
1938,  52  Stat.  609  (43  U.  S.  C.  682a),  as 
amended,  by  qualified  veterans  of  World 
War  II  and  other  qualified  persons  en¬ 


(1)  Make,  or  Invest  its  funds  In.  loans 
secured  by  real  estate  located  in  other 
territory  more  than  fifty,  but  not  more 
than  100  miles  from  its  principal  office, 
which  are  Insured  or  as  to  which  such 
Institution  is  Insured,  or  as  to  which  a 
commitment  for  any  such  Insurance  has 
been  made  under  the  provisions  of  the 
National  Housing  Act,  as  now  or  here¬ 
after  amended,  and 

(ii)  Purchase  from  any  member  of  the 
Federal  Home  Loan  Bank  System  any 
loan  secured  by  a  first  lien  on  a  home, 
or  a  combination  home  and  business 
property  which  is  used  in  part  for  busi¬ 
ness  purposes  and  in  part  for  residential 
purposes  for  not  more  than  four  families 
where  the  use  as  a  residence  is  of  a  bona 
fide  character,  located  In  other  territory 
more  than  50  miles  from  its  principal 
oflSce:  Provided,  That  each  such  loan  is 
serviced  under  a  servicing  agreement  by 
an  insured  institution  of  the  locality  in 
which  the  security  is  situated. 

(Sec.  5  (a) ,  48  Stat.  132,  as  amended,  sec.  402, 
48  Stat.  1256,  as  amended,  12  U.  S.  C.  1464 
(a).  1725) 

By  the  Home  Loan  Bank  Board. 

[SEAL]  J.  PRANas  MoORE, 

Secretary. 

[P.  R.  Doc.  82-6359;  Plied,  June  9,  1932; 

8:56  a.  m.) 


titled  to  preference  under  the  act  of  Sep¬ 
tember  27,  1944.  58  Stat.  747  (43  U.  S.  C. 
27^284) ,  as  amended,  subject  to  the  re¬ 
quirements  of  applicable  law,  and  (2) 
application  under  any  applicable  public- 
land  law,  based  on  prior  existing  valid 
settlement  rights  and  preference  rights 
conferred  by  existing  laws  or  equitable 
claims  subject  to  allowance  and  con¬ 
firmation.  Applications  under  subdi¬ 
vision  (1)  of  this  paragraph  shall  be 
subject  to  applications  and  claims  of  the 
classes  described  in  subdivision  (2)  of 
this  paragraph.  All  applications  filed 
under  this  paragraph  either  at  or  before 
10:00  a.  m.  on  the  35th  day  after  the  date 
of  this  notice  shall  be  treated  as  though 
filed  simultaneously  at  that  time.  All 
applications  filed  under  this  paragraph 
after  10:00  a.  m.  on  the  said  35th  day 
shall  be  considered  in  the  order  of  filing. 

(b)  Date  for  non-preference-right 
filings.  Commencing  at  10:00  a.  m.  on 
the  126th  day  after  the  date  of  this 
notice,  any  lands  remaining  unappropri¬ 
ated  shall  become  subject  to  such  appli¬ 
cation,  petition,  location,  selection,  or 
other  appropriation  by  the  public  gener¬ 
ally  as  may  be  authorized  by  the  public- 
land  laws.  All  such  applications  filed 
either  at  or  before  10:00  a.  m.  on  the 
126th  day  after  the  date  of  this  notice, 
shall  be  treated  as  though  filed  simul¬ 
taneously  at  the  hour  specified  on  such 
126th  day.  All  applications  filed  there¬ 
after  shall  be  considered  in  the  order  of 
filing. 

A  veteran  shall  accompany  his  appli¬ 
cation  with  a  complete  photostatic,  or 
other  copy  (both  sides),  of  his  certifi- 
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cate  of  honorable  discharge,  or  of  an  of¬ 
ficial  document  of  his  branch  of  the  ser¬ 
vice  which  shows  clearly  his  honorable 
discharge  as  defined  in  §  181.36  of  Title 
43  of  the  Code  of  Federal  Regulations,  or 
constitutes  evidence  of  other  facts  upon 
vhich  the  claim  for  preference  is  based 
and  which  shows  clearly  the  period  of 
service.  Other  persons  claiming  credit 
for  service  of  veterans  must  furnish  like 
proof  in  support  of  their  claims.  Per¬ 
sons  asserting  preference  rights,  through 
settlement  or  otherwise,  and  those  hav¬ 
ing  equitable  claims,  shall  accompany 
their  applications  by  duly  corroborated 
statements  in  support  thereof,  setting 
forth  in  detail  all  facts  relevant  to  their 
claims. 

Applications  for  these  lands,  which 
shall  be  filed  in  the  Bureau  of  Land 
Management,  Washington  25,  D.  C.,  shall 
be  acted  upon  in  accordance  with  the 
regulations  contained  in  §  295.8  of  Title 
43  of  the  Code  of  Federal  Regulations 
and  Part  296  of  that  title,  to  the  extent 
that  such  regulations  are  applicable. 
Applications  under  the  homestead  laws 
shall  be  governed  by  the  regulations  con¬ 
tained  in  Parts  166  to  170,  inclusive,  of 
Title  43  of  the  Code  of  Federal  Regula¬ 
tions,  and  applications  under  the  said 
Small  Tract  Act  of  June  1,  1938,  shall  be 
governed  by  the  regulations  contained  in 
Part  257  of  that  title. 

Inquiries  concerning  these  lands  shall 
be  addressed  to  Regional  Administrator, 
Region  VI.  Bureau  of  Land  Management, 
Department  of  the  Interior,  Washington 
25,  D.  C. 

For  the  Director. 

H.  S.  Price, 

Regional  Administrator, 
Region  VI. 

[F.  R.  Doc.  52-6317;  Filed,  June  9,  1952; 

8:47  a.  m.] 

DEPARTMENT  OF  LABOR 

Wage  and  Hour  Division 

Learner  Employment  Certificates 

•ISSUANCE  TO  VARIOUS  INDUSTRIES 

Notice  is  hereby  given  that  pursuant 
to  section  14  of  the  Fair  Labor  Standards 
Act  of  1938,  as  amended  (52  Stat.  1068, 
as  amended;  29  U.  S.  C.  and  Supp.  214) 
and  Part  522  of  the  regulations  Issued 
thereunder  (29  CFR  Part  522),  special 
certificates  authorizing  the  employment 
of  learners  at  hourly  wage  rates  lower 
than  the  minimum  wage  rates  applicable 
under  section  6  of  the  act  have  been 
issued  to  the  firms  listed  below.  The 
employment  of  learners  under  these  cer¬ 
tificates  is  limited  to  the  terms  and  con¬ 
ditions  therein  contained  and  is  subject 
to  the  provisions  of  regulations  Part  522. 
The  effective  and  expiration  dates,  occu¬ 
pations,  wage  rates,  number  or  propor¬ 
tion  of  learners,  and  learning  period  for 
certificates  issued  under  the  general 
learner  regulations  (5§  522.1  to  522.14) 
are  as  indicated  below;  conditions  pro¬ 
vided  in  certificates  issued  under  special 
Industry  regulations  are  as  established 
in  these  regulations. 

Single  Pants,  Shirts  and  Allied  Gar¬ 
ments,  Women’s  Apparel,  Sportswear  and 


Other  Odd  Outerwear,  Rainwear.  Robes 
and  Leather  and  Sheep-Lined  Garments 
Divisions  of  the  Apparel  Industry 
Learner  Regulations  (29  CFR  522.160  to 
522.166,  as  amended  December  31.  1951; 
16  F.  R.  12043,  and  June  2.  1952.  17  F.  R. 
3818). 

A.  C.  M.  Corp.,  Winder,  Ga.,  effective 
6-29-52  to  12-28-52:  30  learners  for  expan¬ 
sion  purposes  (dress  pants  and  cotton  khaki 
trousers). 

Apparel  Inc.,  421  Eighth  Avenue  North, 
Seattle,  Wash.,  effective  6-2-52  tb  6-1-53; 
10  percent  of  the  productive  factory  force 
(sport  Jackets), 

Bee  &  Gee  Pants  Co.,  104-106  River  Street, 
Olyphant,  Pa.,  effective  6-2-52  to  12-1-52; 
20  learners  for  expansion  purposes  (men’s 
and  boys’  trousers). 

Cata  Gi;rment  Co..  712  Linden  Street,  Al¬ 
lentown,  Pa.,  effective  6-2-52  to  6-1-53;  five 
learners  (ladles’  wearing  apparel). 

Eckbro  Manufacturing  Co..  217  North  Des- 
plalnes  Street.  Chicago,  Ill.,  effective  6-2-52 
to  6-1-53;  ten  learners  (dungarees). 

Elder  Manufacturing  Co..  Ste.  Genevieve, 
Mo.,  effective  5-29-52  to  5-28-53;  10  percent 
of  the  productive  factory  force  (boys’  shirts 
and  pajamas). 

Fayetteville  Shirt  Corp.,  Bragg  Boulevard, 
Fayetteville,  N.  C.,  effective  5-29-52  to  11- 
28-52;  25  learners  for  expansion  purposes 
(men’s  shirts  and  pajamas). 

M.  Fine  &  Sons  Manufacturing  Co.,  Inc., 
Paducah,  Ky.,  effective  5-27-52  to  5-26-53; 
10  percent  of  the  productive  factory  force 
(work  shirts). 

J.  Freezer  &  Son,  Inc.,  Floyd,  Va..  effective 
6-2-52  to  12-1-52;  60  learners  for  expansion 
purposes  (sport  shirts). 

Gem  FYock  Co.,  445  North  Darien  Street, 
Philadelphia  23,  Pa.,  effective  6-2-52  to 
6-1-53:  10  percent  of  the  productive  factory 
force  (Infants’  and  children’s  wear). 

H.  R.  Halprln  Manufacturing  Corp.,  Mon- 
sey  and  Ash  Streets,  Scranton,  Pa.,  effective 
6-2-52  to  6-1-53;  10  percent  of  the  productive 
factory  force  or  10  learners,  whichever  is 
greater  (snow  suits  and  Jackets). 

Jaco  Pants.  Inc.,  Ashburn,  Ga.,  effective 
6-29-52  to  11-28-52;  24  learners  for  expan¬ 
sion  purposes  (dress  pants). 

Kahala  Sportswear,  Ltd.,  1329  Kamalle 
Street,  Honolulu,  T.  H..  effective  6-2-52  to 
6-1-53;  six  learners.  All  hours  spent  by 
learners  employed  under  this  certificate  In 
previous  training  on  scrap  materials  must  be 
deducted  from  the  learning  period  author¬ 
ized;  sewing  machine  operators  only;  480 
hours;  65  cents  per  hour  for  the  first  320 
hours  and  70  cents  per  hour  for  the  remain¬ 
ing  160  hours  (sport  shirts,  swim  suits  and 
trunks,  play  suits,  sun  dresses,  boxer  shorts). 

Ann  Lee  Frocks,  631  Fellows  Avenue,  Han¬ 
over  Township,  Lyndwood,  Pa.,  effective 
6-2-52  to  6-1-53;  10  learners  (dresses). 

Liberty  Sport  Togs,  176  West  Louden 
Street.  Philadelphia,  Pa.,  effective  6-2-52  to 
6-1-53;  10  percent  of  the  productive  factory 
force  (boys’  sportswear). 

Mysle  Sportswear,  Inc.,  314  North  Thir¬ 
teenth  Street,  Philadelphia  7,  Pa.,  effective 
6-2-52  to  6-1-53;  10  percent  of  the  product¬ 
ive  factory  force  (cotton  trousers). 

Opp  Textile  Oorp.,  Opp,  Ala.,  effective 
6-2-52  to  6-1-53;  10  learners  (jackets). 

’The  George  W.  Prior  Co.,  1735  Lawrence 
Street,  Denver,  Colo.,  effective  5-26-52  to 
6-25-53;  10  percent  of  the  productive  factory 
force  or  10  learners,  whichever  Is  greater 
(western  shirts,  western  jeans). 

Summit  Hill  Manufacturing  Cbrp.,  101 
West  White  Street,  Summit  Hill,  Pa.,  effec¬ 
tive  6-2-52  to  6-1-53;  10  percent  of  the  pro¬ 
ductive  factory  force  (ladles’  sportswear). 

Tackett  Manufacturing  Co.,  Stephenvlll*. 
Tex.,  effective  6-2-52  to  6-1-63;  five  learners; 
learners  not  to  be  engaged  In  the  manufac¬ 
ture  of  skirts  at  subminimum  wage  rates 
(women’s  sportswear). 


Umholtz  Manufacturing  Co.,  Inc.,  24 
Salem  Avenue,  Carbondale,  Pa.,  effective 
6-2-52  to  6-1-53:  10  learners:  learners  not  to 
be  engaged  at  subminimum  wage  rates  In  the 
manufacture  of  skirts  (blouses). 

J.  M.  Wood  Manufacturing  Co.,  Inc.,  224-26 
South  Sixth  Street,  Waco,  Tex.,  effective 
6-2-52  to  6-1-53;  10  percent  of  the  pro¬ 
ductive  factory^  force  (trousers). 

Cigar  Industry  Learner  Regulations 
(29  CFR  522.201  to  522.211,  as  amended 
January  25,  1950;  15  F.  R.  400). 

Petri  Cigar  Co.,  40-52  High  Street,  Clarks¬ 
ville.  Tenn.,  effective  5-30-52  to  11-13-52;  30 
learners  for  expansion  purposes;  hand  roll¬ 
ing,  960  hours;  60  cents  per  hour  for  the  first 
48C  hours  and  65  cents  per  hour  for  the  re¬ 
maining  480  hours  (supplemental  certifi¬ 
cate). 

Hosiery  Industry  Learner  Regulations 
(29  CFR  522.40  to  522.51,  as  revised 
November  19.  1951;  16  F.  R.  10733). 

Nu-Vogue  Hosiery  Mills,  Inc.,  252  West 
Harden  Street,  Graham,  N.  C.,  effective 
5-31-52  to  5-30-53;  five  learners. 

Regulations  Applicable  to  the  Employ¬ 
ment  of  Learners  (29  CFR  522.1  to 
522.14). 

Fashion  Embroidery  Co.,  1307  W’ashington, 
St.  Louis  3,  Mo.,  effective  5-29-52  to  5-28-53; 
two  learners:  embroidery  machine  oper¬ 
ators:  320  hours  at  65  cents  per  hour  (em¬ 
broidery  and  nallhead  trim,  belts  and 
buttons ) . 

France  Neckwear  Manufacturing  Co..  Wil¬ 
mington,  N.  C.,  effective  5-27-52  to  11-26-52; 
10  learners  for  expansion  purposes:  machine 
operators  (except  cutting),  pressers,  hand- 
sewers;  each  320  hours  at  65  cents  per  hour 
(men’s  neckwear)  (supplemental  certificate) . 

France  Neckwear  Manufacturing  Co..  Wil¬ 
mington,  N.  C.,  effective  5-27-52  to  11-26-52; 

5  percent  of  the  productive  factory  force; 
machine  operators  (except  cutting),  pressers. 
handsew'ers;  each  320  hours  at  65  cents  per 
hour  (men’s  neckwear). 

Paramount  Cap  Manufacturing  Co.,  Gerald, 
Mj.,  effective  6-5-52  to  6-4-53;  six  learners; 
sewing  machine  operators;  240  hours  at  65 
cents  per  hour  (cloth  caps). 

The  Pfaltzgraff  Pottery  Co.,  York,  Pa.,  ef¬ 
fective  6-4-52  to  12-3-52;  10  percent  of  the 
productive  factory  force,  finishers,  glaze 
workers;  each  320  hours  at  65  cents  per  hour 
(pottery). 

Woodcroftery  Shops,  Inc.,  308  Second 
Avenue,  Wayland.  N.  Y.,  effective  6-2-52  to 
12-1-52;  one  learner;  hand  decorator;  320 
hours  at  65  cents  per  hour  (wood  products). 

Each  certificate  has  been  issued  upon 
the  employer’s  representation  that  em¬ 
ployment  of  learners  at  subminlmum 
rates  is  necessary  in  order  to  prevent 
curtailment  of  opportunities  for  employ¬ 
ment.  and  that  experienced  workers  for 
the  learner  occupations  are  not  avail¬ 
able.  The  certificates  may  be  canceled 
in  the  manner  provided  in  the  regula¬ 
tions  and  as  indicated  in  the  certificates. 
Any  person  aggrieved  by  the  issuance  of 
any  of  these  certificates  may  seek  a  re¬ 
view  or  reconsideration  thereof  within 
fifteen  days  after  publication  of  this  no¬ 
tice  in  the  Federal  Register  pursuant  to 
the  provisions  of  Part  522. 

Signed  at  Washington,  D.  C.,  this 
2d  day  of  June  1952. 

Milton  Brooke. 
Authorized  Representative 
of  the  Administrator. 

[F.  R.  Doc,  62-6319;  Filed,  June  9,  1952; 
8:45  a.  m.] 
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DEPARTMENT  OF  AGRICULTURE 

Office  of  the  Secretary 

Brucellosis  and  Paratuberctjlosis 

NOTICE  REGARDING  CONTAGION  OF  COMMUNI¬ 
CABLE  DISEASE 

Notice  is  hereby  given  that  the  conta¬ 
gion  of  the  communicable  disease  known 
as  brucellosis  exists  in  domestic  animals 
in  each  State  of  the  United  States  and  in 
the  Territories  of  Puerto  Rico,  Alaska, 
and  Hawaii;  and  that  the  contagion  of 
the  communicable  disease  known  as 
paratuberculosis  exists  in  domestic  ani¬ 
mals  in  the  Territory  of  Puerto  Rico  and 
In  each  State  of  the  United  Stetes  except 
Arizona,  Maine,  New  Hampshire,  Rhode 
Island,  Utah,  and  Wyoming. 

Done  at  Washington,  D.  C.,  this  5th 
day  of  June  1952. 

IsealI  Charles  F.  Brannan, 

Secretary  of  Agriculture. 

[F.  R.  Doc.  62-6351;  Filed,  June  9,  1952; 
8:54  a.  m.] 


FEDERAL  FOWER  COMMISSION 

(Docket  No.  G-1641] 

Mississippi  River  Fuel  Corp. 

findings  and  ORDER  OM  TTING  INTERMEDI¬ 
ATE  DECISION  PROCEDURE  AND  FIXING  DATE 

FOR  ORAL  ARGUMENT 

June  3, 1952. 

On  April  23,  1952  Laclede  Gas  Com¬ 
pany  <Laclede),  on  April  29,  1952,  Union 
E.ectric  Power  Company  (Union  Elec¬ 
tric),  and  on  April  30.  1952,  MidSouth 
Gas  Company  (MidSouth),  interveners 
in  the  above-entitled  rate  suspension 
proceeding  under  the  National  Gas  Act, 
filed  motions  requesting  that  the  Com¬ 
mission  order  that  the  intermediate  de¬ 
cision  procedure  be  omitted  in  the  above- 
entitled  proceeding  in  accordance  with 
section  8  of  the  Administrative  Proce¬ 
dure  Act  and  §  1.30  of  the  Commission’s 
rules  of  practice  and  procedure  (18  CFR 
1.30)  and  that  the  Commission  set  this 
proceeding  for  oral  argument.  An 
answer  opposing  tlicse  motions  was  filed 
on  May  8,  1952  by  Mississippi  River  Fuel 
Corporation  (Mississippi). 

The  increased  rates  at  issue  in  this 
proceeding  are  these  contained  in  the 
First  Revised  Sheet  No.  4  and  First  Re¬ 
vised  Sheet  No.  6  to  Mississippi’s  FPC 
Gas  Tariff,  Original  Volume  No.  1.  The 
said  sheets  were  filed  on  February  28, 
1951,  and  this  proceeding  was  instituted 
by  the  Commission’s  order  issued  March 
28,  1951.  Pursuant  to  that  order  the 
said  First  Revtsed  Sheet  No.  4  was  sus¬ 
pended  until  September  1, 1951,  at  which 
time  on  motion  of  Mississippi  the  in¬ 
creased  rates  therein  contained  were  put 
into  effect  under  bond,  upon  the  terms 
and  conditions  of  the  order  entered 
herein  by  the  Commission  on  August  31, 
1951. 

The  Commission’s  order  issued  March 
28.  1951.  provided  that  public  hearings 
bo  held  concerning  the  lawfulness  of  the 
rates,  charges  and  classifications,  sub¬ 
ject  to  the  jurisdiction  of  the  Commis¬ 
sion.  as  set  forth  in  the  said  First  Re¬ 
vised  Sheets  Nos.  4  and  6  to  Mississippi’s 
FPC  Gas  Tariff,  Original  Volume  No.  1. 


NOTICES 

It  was  indicated  in  that  order  that  the 
changes  in  rates  proposed,  upon  the 
basis  of  the  sales  then  estimated  by  Mis¬ 
sissippi  for  the  12  months  next  follow¬ 
ing  April  1,  1951,  would  result  in  in¬ 
creased  charges  by  Mi.ssissippi  to  its 
utility  or  resale  customers  *  of  approxi¬ 
mately  $3,100,000  per  year. 

After  due  notice  an(3  pursuant  to  the 
Commission’s  order  issued  March  28, 
1951,  hearings  were  held  on  May  14-16, 
September  &-7,  and  10-13,  and  on  Octo¬ 
ber  10-12,  15-19,  and  24-26,  1951.  The 
recess  between  the  initial  hearings  be¬ 
ginning  on  May  14,  1951  and  the  re¬ 
sumed  hearings  beginning  September  5, 
1951  was  necessitated  primarily  by  the 
need  for  Investigation  of  Mississippi  by 
the  Commission  Staff  concerning  the  in¬ 
creased  rates  and  the  need  of  the  Com¬ 
mission  Staff  for  preparation  to  present 
the  results  of  such  investigation  at  the 
resumed  hearings  in  order  that  a  more 
complete  record  might  be  made  available 
for  consideration  in  reaching  a  decision 
upon  the  merits  of  the  increased  rates  in 
question. 

At  the  conclusion  of  the  hearings  a 
motion  was  made  by  Commission  Staff 
Counsel  for  the  omission  of  the  inter¬ 
mediate  decision  procedure.  That  mo¬ 
tion  was  denied  by  the  Commission  on 
October  30,  1951.  At  that  time  it  was 
the  view  of  the  Commission  that  this 
case  had  proceeded  as  expeditiously  as 
was  reasonably  possible  in  view  of  the 
character  of  the  proceeding. 

At  the  time  of  the  Commi.ssion’s  ac¬ 
tion  upon  Staff  Counsel’s  motion,  the 
main  brief  of  Mississippi  was  scheduled 
to  be  filed  on  November  27,  1951,  the 
briefs  of  other  parties,  including  Staff 
Counsel,  were  scheduled  for  December 
17,  1951,  and  the  reply  brief  of  Missis¬ 
sippi  was  scheduled  for  December  28, 
1951.  However,  through  no  fault  of  any 
party  and  largely  because  of  illness,  the 
filing  of  briefs  was  not  completed  until 
April  10,  1952.*  The  submission  of  briefs 
was  thus  delayed  substantially  beyond 
the  time  anticipated  when  the  Commi.';- 
sion  on  October  30,  1951  denied  Staff 
Counsel’s  motion.  This  unexpected  and 
extended  delay  in  submission  of  briefs 
neces.‘:arily  postponed  the  time  that  the 
Piesiding  Examiner  could  undertake  to 
render  an  initial  decision  in  this  pro¬ 
ceeding. 

'The  Commi.ssion’s  docket  and  other 
public  records  disclose  the  Increasing 
number  and  magnitude  of  formal  pro¬ 
ceedings  that  have  been  initiated  in  rec¬ 
ent  months  and  are  now  pending  before 
the  Commission,  particularly  rate  sus¬ 
pension  and  other  proceedings  under 

’  Arkansas  Louisiana  Gas  Comnany,  Fort 
Smith  Gas  Corporation.  Illinois  Power  Com¬ 
pany,  Laclede  Gas  Company,  MidSouth  Gas 
Company.  Missouri  Natural  Gas  Company, 
Public  Utilities  Company,  Groesett,  Ark., 
snd  Union  Electric  Power  Company.  Mis¬ 
sissippi  has  added  the  City  of  Althelmer, 
A~k..  as  a  resale  customer. 

*  Briefs  were  not  actually  filed  until  the 
following  dates:  Mississippi’s  main  brief  on 
December  7,  1951;  briefs  of  Laclede  on  Jan¬ 
uary  15,  1952,  of  Director  of  Price  Stabiliza¬ 
tion  on  February  4,  1952  of  MidSouth  and  of 
Union  Electric  Power  Company  on  February 
5,  1952,  and  of  Commission  Staff  Counsel  on 
March  12.  1952:  and  Mississippi's  reply  brief 
on  April  10,  1952. 


the  Natural  Gas  Act.  These  proceedings 
under  that  act,  as  well  as  proceedings 
under  other  statutes  administered  by 
the  Commission,  have  placed  a  growing 
burden  upon  the  Commission  and  its 
limited  staff  that  is  available  to  partici¬ 
pate  in.  and  its  few  examiners  that  are 
available  to  preside  at,  hearings  in  for¬ 
mal  proceedings.  The  state  of  the  Com- 
sion’s  docket,  as  its  public  records  re¬ 
veal,  has  necessitated  that  the  Examiner 
who  presided  at  the  hearings  in  this 
case,  preside  in  hearings  in  other  pro¬ 
ceedings  during  times  not  cnly  before 
but  also  since  the  submission  of  the 
briefs  in  this  proceeding.  The  result 
of  this  situation  has  been  and  is  that 
such  Presiding  Examiner,  as  a  practical 
matter,  has  not  been  afforded  the  oppor¬ 
tunity  needed  to  timely  prepare  and  ren¬ 
der  an  initial  decision  in  this  ca.'^e.  Con¬ 
sequently,  though  desirable,  no  initial 
decision  has  been  rendered,  and  in  the 
circumstances  existing,  the  Lkelihoed 
of  the  Examiner  rendering  such  a  decis¬ 
ion  in  the  reasonably  near  future  seems 
remote  due  to  no  fault  of  the  Examiner 
but  rather  due  to  the  Commission’s 
heavy  hearing  schedule.  As  a  matter  of 
fact,  delay  is  now  being  occasioned  un¬ 
avoidably  In  a  number  of  formal  pro¬ 
ceedings  due  primarily  to  the  fact  that 
the  Commission  does  not  have  sufficient 
staff  and  examiners  available  to  permit 
the  scheduling  of  such  matters  for  time¬ 
ly  hearing  and  disposition. 

Laclede,  Union  Electric  and  MidSouth 
in  their  motions  herein  point  to  the  ex¬ 
tended  period  of  time  that  has  elapsed 
since  the  initiation  of  this  proceeding 
early  in  1951.  In  fact,  more  than  seven 
months  have  elapsed  since  the  Commis¬ 
sion’s  denial  in  October  1951  of  the  first 
motion  herein  for  omission  of  the  inter¬ 
mediate  decision  procedure.  They  call 
attention  to  that  part  of  subsection  4(e) 
of  the  Natural  Gas  Act  providing  that 
the  Commission  in  proceedings  of  this 
kind  not  only  “shall  give  to  the  hearing 
and  decision  of  such  questions  prefer¬ 
ence  ever  other  questions  pending  before 
it”  but  also  shall  “decide  the  same  as 
speedily  as  possible.”  They  also  point 
to  the  magnitude  cf  the  rate  increase 
sought  by  Mississippi  and  call  attention 
to  the  position  as  disclosed  by  tlie  briefs 
of  interveners  and  of  Staff  Counsel  that 
Mississippi  is  not  entitled  to  any  rate 
increases  in  this  case,  and  to  the  need  in 
the  public  interest  that  the  uncertainty 
as  to  what  rates  Mississippi  may  lawfully 
charge  its  customers  be  removed  as  soon 
as  possible  by  an  early  Commission  deci¬ 
sion  in  this  proceeding.* 

The  motions  in  question  are  objected 
to  by  Mis'-issippi  in  its  answer  filed  on 
May  8,  1952,  on  grounds  that  a  decision 
by  the  Presiding  Examiner  is,  in  the  view 
of  Mississippi,  required  in  this  case  and 
that  the  denial  of  such  a  decision  would 
deprive  Mississippi  of  a  hearing  to  which 
it  is  entitled  under  the  Natural  Gas  Act 
and  by  the  Constitutional  requirement 

*  Mississippi  has  reported  herein,  pursuant 
to  tha  provisions  of  the  Commission’s  order 
dated  August  31,  1951,  that  during  the  eight 
months  between  September  1,  1961  and  April 
80,  1952  the  difference  between  the  former 
and  the  proposed  rates  being  collected  under 
bond  has  amounted  to  more  than  t2,25C,000. 


Tuesday,  June  10,  1952 

of  due  process  of  law.  Mississippi  cites 
subsection  8  (a)  of  the  Administrative 
Procedure  Act  and  Universal  Camera 
Corporation  v.  National  Labor  Relations 
Board,  340  U.  S.  474  (1951),  as  authority 
prohibiting  the  omission  of  the  inter¬ 
mediate  procedure  in  this  proceeding. 

The  case  cited  by  Mississippi,  however, 
does  not  hold  that  an  examiner’s  deci¬ 
sion  is  mandatory  in  a  rule  making  pro¬ 
ceeding  such  as  the  instant  rate  suspen¬ 
sion  proceeding  under  the  Natural  Gas 
Act.  Moreover,  the  statutory  provisions 
cited  expressly  authorize  in  rule  making 
proceedings  that,  in  lieu  of  a  decision  by 
the  examiner  or  other  officer  who  pre¬ 
sided  at  the  reception  of  the  evidence, 
alternative  intermediate  decision  proce¬ 
dures  may  be  utilized,  and  also,  that  any 
such  intermediate  decision  procedure 
may  be  omitted  in  any  such  rule  making 
case  in  which  the  Commission  finds 
upon  the  record  that  “due  and  timely 
execution  of  its  functions  imperatively 
and  unavoidably  so  requires.’’ 

In  the  light  of  the  circumstances  that 
have  developed  and  occurred  since  the 
Commission’s  denial  on  October  30, 1951, 
of  Staff  Counsel’s  motion,  the  Commis¬ 
sion  is  clearly  warranted  in  finding  that 
the  due  and  timely  execution  of  the 
Commission’s  functions  imperatively  and 
unavoidably  requires  the  omission  of  the 
Intel-mediate  decision  procedure  as 
prayed  for  In  the  pending  motions  of 
Laclede,  Union  Electric  and  MidSouth. 
The  public  interest  manifestly  requires 
such  finding  and  action  in  this  case. 

Laclede,  Union  Electric  and  MidSouth 
In  their  pending  motions  ask,  in  addition 
to  omission  of  the  Intermediate  decision 
procedure,  that  this  proceeding  be  set 
for  oral  argument  before  the  Commis¬ 
sion  as  soon  as  possible  and  that  the  case 
be  decided  by  the  Commission  on  the 
record  made,  the  briefs  filed  and  such 
oral  argument.  In  the  circumstances 
the  Commission  deems  that  good  cause 
exists  for  affording  oral  argument  and, 
accordingly,  concludes  that  the  requests 
therefor  should  be  granted. 

The  Commission  further  finds : 

(1)  It  is  necessary  and  appropriate 
for  carrying  out  the  provisions  of  the 
Natural  Gas  Act  that  the  aforesaid  mo¬ 
tions  of  Laclede.  Union  Electric  and  Mid- 
South  be  granted  as  hereinafter  ordered 
and  provided. 

(2)  Due  and  timely  execution  of  its 
functions  Imperatively  and  unavoidably 
requires  that  the  intermediate  decision 
procedure  be  omitted  in  this  proceeding 
as  hereinafter  ordered  and  provided  and 
that  the  Commission  forthwith  render 
a  decision  In  this  proceeding. 

The  Commission  orders; 

(A)  The  intermediate  decision  pro¬ 
cedure  be  and  it  Is  hereby  omitted  herein 
in  accordance  with  provisions  of  §  1.30 
(18  CFR  1.30)  of  the  Commission’s  rules 
of  practice  and  procedure.  , 

(B)  Oral  argument  be  had  before  the 
Commission  on  June  19,  1952,  at  10:00 
a.  m..  e.  d.  s.  t.,  in  the  Hearing  Room  of 
the  Federal  Power  Commission,  1800 
Pennsylvania  Avenue  NW.,  Washington, 
D.  c.  All  parties  to  this  proceeding 
shall  notify  the  Secretary  of  the  Com¬ 
mission  on  or  before  June  12,  1952,  with 
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respect  to  the  time  they  deem  necessary 
for  argument. 

Date  of  issuance:  June  4,  1952. 

By  the  Commission. 

Leon  M.  Fuqua y. 
Secretary. 

[F.  R.  Doc,  62-6352;  Piled  June  9,  1952; 
8:54  a.  m.] 


(Docket  No.  0-1842] 

Transcontinental  Gas  Pipe  Line  Corp. 

NOTICE  OF  OPINION  AND  ORDER 

June  4,  1952. 

Notice  is  hereby  given  that  on  May  29, 
1952,  the  Federal  Power  Commission  is¬ 
sued  its  opinion  and  order  entered  May 
28,  1952,  disallowing  proposed  increased 
rates  and  charges  and  dismissing  pro¬ 
ceeding  in  the  above-entitled  matter. 

r  SE  AL  ]  Leon  M .  Fuqua  y. 

Secretary. 

(F.  R.  Doc.  52-6353;  Filed.  June  9,  1952; 
8:  54  a.  m.| 


[Project  No.  2002] 

CITIZENS  Power  Co. 

NOTICE  OF  ORDER  DISMISSING  APPLICATION 
June  4,  1952. 

Notice  is  hereby  given  that  on  June  3, 
1952,  the  Federal  Power  Commission  is¬ 
sued  its  order  entered  June  3,  1952,  dis¬ 
missing  application  for  extension  of 
preliminary  permit  and  incomplete  ap¬ 
plication  for  license  (Major)  in  the 
above-entitled  matter. 

[seal!  Leon  M.  Fuquay, 

Secretary. 

(F.  R.  Doc.  52-6354;  Filed,  June  9.  1952; 
8:54  a.  m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

(File  Nos.  50-34,  70-2340.  70-2341,  70-2342, 
70-23431 

Philadelphia  Co.  et  al. 

ORDER  EXTENDING  TIME  FOR  TERMINATION 
OF  INTERLOCKING  RELATIONSHIPS 

June  4,  1952. 

In  the  matter  of  Philadelphia  Com¬ 
pany,  Equitable  Gas  Company,  Pitts¬ 
burgh  and  West  Virginia  Gas  Company, 
Kentucky  West  Virginia  Gas  Company, 
Pile  No.  70-2343;  Philadelphia  Company, 
Pile  No.  70-2342 ;  Philadelphia  Company, 
Pile  No.  50-34;  Standard  Gas  and  Elec¬ 
tric  Company,  Pile  No.  70-2341;  Stand¬ 
ard  Gas  and  Electric  Company.  Phila¬ 
delphia  Company,  File  No.  70-2340. 

Standard  Gas  and  Electric  Company 
(“Standard”)  and  its  subsidiary,  Phila¬ 
delphia  Company  (“Philadelphia”) ,  both 
registered  holding  companies  and  sub¬ 
sidiaries  of  Standard  Power  and  Light 
Corporation,  also  a  registered  holding 
company,  and  certain  of  Philadelphia’s 
former  subsidiaries.  Equitable  Gas  Com- 
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pany  (“Equitable”) ,  Pittsburgh  and  West 
Virginia  Gas  Company  (“Pittsburgh”), 
and  Kentucky  West  Virginia  Gas  Com¬ 
pany  (“Kentucky”),  having  filed  appli- 
cations-declarations  and  amendments 
thereto  pursuant  to  the  Public  Utility 
Holding  Company  Act  of  1935  (“act”)  and 
the  rules  and  regulations  promulgated 
thereunder,  proposing,  among  other 
things,  the  reorganization  of  the  natural 
gas  and  oil  properties  in  the  Philadel¬ 
phia  system,  the  recapitalization  and  is¬ 
suance  of  securities  by  Equitable,  the 
amendment  of  Equitable’s  charter,  and 
the  sale  by  Philadelphia  to  the  public 
of  all  the  common  stock  of  Equitable,  as 
reorganized;  and 

The  Commission,  by  order  dated 
March  14,  1950,  having  granted  and  per¬ 
mitted  to  become  effective  said  applica- 
tions-declarations,  as  amended,  subject, 
among  other  things,  to  the  following 
condition: 

1.  Thar  within  six  months  (or  such  addi¬ 
tional  time  as  may  be  allowed  for  good  cause 
shown)  after  consummation  of  the  sale  by 
Philadelphia  of  the  Equitable  common  stock. 
Standard  and  Philadelphia  shall,  in  an  ap¬ 
propriate  manner  not  in  contravention  of 
the  provisions  of  the  act  or  the  rules,  regu¬ 
lations  or  orders  thereunder,  terminate  or 
cause  to  be  terminated  all  Interlocking  rela¬ 
tionships  through  any  person  or  persons  by 
way  pf  contract,  retainer  or  other  arrange¬ 
ment  with  any  person  or  persons,  or  through 
the  holding  of  an  offlcershlp  or  directorship 
by  any  person  or  persons,  or  by  the  Joint 
operation  of  departments  and  activities  and 
the  Joint  use  of  personnel,  property  or  facili¬ 
ties  as  between  Equitable,  Pittsburgh,  and 
Kentucky,  on  the  one  hand,  and  other  com¬ 
panies  now  or  formerly  In  the  Philadelphia 
system,  on  the  other;  and 

The  aforementioned  sale  by  Philadel¬ 
phia  of  the  Equitable  common  stock  hav¬ 
ing  been  consummated  on  March  31, 
1950;  and 

Standard  and  Philadelphia,  by  letter 
dated  October  23,  1950,  having  requested 
the  Commission  to  extend  for  an  addi¬ 
tional  six  months  the  time  for  compli¬ 
ance  with  the  said  condition;  and 

The  Commission,  by  order  dated  No¬ 
vember  10, 1950,  having  granted  such  re¬ 
quest  and  extended  the  time  for  compli¬ 
ance  with  the  above-recited  condition 
to  March  31,  1951;  and 

Standard  and  Philadelphia,  by  letter 
dated  May  17,  1951,  having  requested 
the  Commission  to  extend  for  an  addi¬ 
tional  six  months  the  time  for  compli¬ 
ance  with  said  conditions;  and 

The  Commission,  by  order  dated  June 
4,  1951,  having  granted  such  request  and 
extended  the  time  for  compliance  with 
the  said  condition  to  October  1,  1951; 
and 

Standard  and  Philadelphia,  by  letter 
dated  October  27,  1951,  having  requested 
the  Commission  to  extend  for  an  addi¬ 
tional  six  months  the  time  for  compli¬ 
ance  with  said  condition;  and 

The  Commission,  by  order  dated  Octo¬ 
ber  29, 1951,  having  granted  such  request 
and  extended  the  time  for  compliance 
with  the  said  condition  to  March  31, 
1952;  and 

Standard  and  Philadelphia,  by  letter 
dated  May  23.  1952,  having  stated  that 
while  substantial  progress  has  been  made 
In  the  program  of  segregating  the  oper¬ 
ating  organizations  of  Philadelphia’s 
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former  gas  company  subsidiaries  and  the 
Philadelphia  system,  additional  time  is 
required  to  complete  the  program;  and 
Standard  and  Philadelphia  having  re¬ 
quested  the  Commission  to  extend  for  an 
additional  six  months  the  time  for  com¬ 
pliance  with  the  said  condition;  and 

The  Commission  having  considered 
such  request  and  the  reasons  advanced 
In  support  thereof  and  the  Commission 
deeming  that  the  public  interest  and 
the  interest  of  investors  and  consumers 
will  not  be  affected  adversely  by  granting 
such  request: 

It  is  ordered.  That  the  time  prescribed 
for  compliance  by  Standard  and  Phila¬ 
delphia  with  the  above-recited  condi¬ 
tion  be,  and  hereby  is,  extended  to  Sep¬ 
tember  30,  1952. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

|F.  R.  Doc.  52-6326;  Filed,  June  9,  1952; 

8:49  a.  m.] 


[FUe  Nos.  54-180,  59  94] 

Green  Mountain  Power  Corp. 

NOTICE  OF  AND  ORDER  FOR  HEARING  ON  AP¬ 
PLICATIONS  FOR  FEES  AND  EXPENSES 

June  4,  1952. 

The  Commission  having  by  its  orders 
of  May  3  and  May  31,  1951,  approved  an 
amended  plan  of  reorganization,  filed 
by  Green  Mountain  Power  Corporation 
(“Green  Mountain’*),  a  public -utility 
subsidiary  company  of  New  England 
Electric  System  (“NEES”),  a  registered 
holding  company,  pursuant  to  the  pro¬ 
visions  of  section  11  (e)  of  the  Public 
Utility  Holding  Company  Act  of  1935, 
which  plan  provided,  among  other 
things,  that  the  funded  debt  of  Green 
Mountain  remain  unchanged,  that  the 
outstanding  common  stock  of  Green 
Mountain  held  by  NEES  be  cancelled 
without  participiation  in  the  reorganiza¬ 
tion,  that  three  shares  of  new  $10  par 
value  common  stock  be  exchanged  for 
each  share  of  preferred  stock  and  that 
additional  shares  of  new  common  stock 
be  issued  and  sold  for  cash.  Said  orders 
reserved  jurisdiction  over  all  fees  and 
expenses  in  connection  with  the  pro- 
ce^ings.  The  Commission,  by  order 
dated  June  18,  1951,  released  jurisdic¬ 
tion  with  respect  to  fees  and  expenses 
of  Messrs.  Choate,  Hall  k  Stewart  of 
Boston,  Massachusetts,  counsel  for  the 
underwriters  in  connection  with  the  sale 
of  the  new  common  stock,  and  continued 
the  reservation  of  jurisdiction  with  re¬ 
spect  to  all  other  fees  and  expenses  in 
connection  with  Green  Mountain’s 
amended  plan  of  reorganization. 

Notice  is  hereby  given  that  certain 
persons  have  now  filed  applications  for 
the  approval  of  fees  or  other  compen¬ 
sation  and  for  reimbursement  of  ex¬ 
penditures  to  be  paid  by  Green  Mountain 
in  connection  with  said  amended  plan, 
the  transactions  incident  thereto  and 
the  consummation  thereof. 

All  interested  persons  are  referred  to 
said  applications,  which  are  on  file  in 
the  offices  of  the  Commission,  for  a  full 
statement  of  the  claims  for  fees  or  other 


compensation  and  for  reimbursement  of 
expenditures,  which  may  be  summarized 
as  follows: 


F^S 

Expenses 

Feet  and  expentes  dirtcily  incurred 
by  Oreen  Mountain 

Haussprmann,  Davison,  Shattuck  & 
Field,  counsel . 

$70,000 

1  $4,682.03 

Stone  A  Webster  Service  Corp., 
consultant . 

8,380 

2,400 

300 

Lybrand,  Ross  Bros.  A  Montgom* 
ery,  accountants . . . 

41.75 

Fete  and  expenses  of  other  parlies  and 
participants  in  proceeding 

Carl  K.  Ross,  holder  of  preferred 
stock . . 

127. 95 

Isaac  proiy*  of  preferred  stockholders; 
Baker,  Obemieier  Ai  Rosner,  coun- 

10,000 

206.60 

W  ishart  cominitti“e  for  preferred 
stockholders;  Finn,  Monti  &  Da¬ 
vis,  counsel . . 

12,000 

1, 543.  77 

Scott  committee  for  preferred  stock¬ 
holders:  Hays,  St.  John,  Abram¬ 
son  A  ScJmlm.an,  counsei . . 

87,500 

865.23 

MrmlH'rs  of  committe<‘: 

D'wis  Merrill  Scott,  chairman _ 

.5,0Q0 

Norman  Johnson,  si'CTctary _ 

4. 000 

Z5.  ()6 

3, 000 

Total.... _ _ _ 

160,580 

1  7. 192. 42 

It  appearing  to  the  Commission  that 
it  is  appropriate  in  the  public  interest 
that  a  hearing  be  held  with  respect  to 
the  matters  set  forth  in  said  applica¬ 
tions  : 

It  is  ordered.  Pursuant  to  sections  11 
(e)  and  18  of  the  act,  that  the  hearings 
herein  be  reconvened  for  the  purpose  of 
inquiring  into  and  taking  evidence  with 
respect  to  said  applications  and  with  re¬ 
spect  to  all  payments  of  fees  and  ex¬ 
penses  made  or  proposed  to  be  made  by 
Green  Mountain  in  connection  with  its 
amended  plan  of  reorganization.  Such 
reconvened  hearing  shall  commence  on 
June  19,  1952,  at  2  p.  m.,  e.  d,  s.  t.  at  the 
offices  of  the  Commission,  425  Second 
Street  NW.,  Washington  25,  D.  C. 

It  is  further  ordered.  That  William*W. 
Swift,  or  any  other  officer  or  officers  of 
the  Commission  designated  by  it  for  that 
purpose,  shall  preside  at  such  hearing. 
The  officer  so  designated  to  preside  at 
such  hearing  is  hereby  empowered  to 
exercise  all  powers  granted  to  the  Com¬ 
mission  under  section  18  (c>  of  the  act 
and  to  a  hearing  officer  under  the  Com¬ 
mission’s  rules  of  practice. 

The  Division  of  Public  Utilities  of  the 
Commission  having  advised  the  Com¬ 
mission  that  it  has  made  a  preliminary 
examination  of  said  applications  and 
that,  upon  the  basis  thereof,  the  follow¬ 
ing  matters  and  questions  are  presented 
for  consideration  by  the  Commission, 
without  prejudice  to  its  specifying  addi¬ 
tional  matters  and  questions  upon  fur¬ 
ther  examination: 

1.  Whether  the  services  and  disburse¬ 
ments  for  which  remuneration  has  been 
paid,  or  is  sought,  are  compensable,  and 
whether  it  is  appropriate  and  lawful  to 
grant  any  allowances  for  fees  and  ex¬ 
penses  to  the  persons  making  such 
claims; 

2.  Whether  the  amounts,  including  ex¬ 
penses,  paid  or  sought  for  such  services, 
are  fair  and  reasonable,  and  if  not,  what 
amounts  should  be  fixed  by  the  Com¬ 
mission; 

3.  To  what  extent  Green  Mountain 
has  paid  or  incurred  expenses  in  con¬ 


nection  with  its  amended  plan  of  re¬ 
organization  or  the  consummation 
thereof  other  than  those  covered  in  said 
applications  and  whether  such  expenses 
are  necessary,  fair  and  reasonable; 

4.  Whether  there  are  any  other  fac¬ 
tors,  apart  from  the  nature  and  value  of 
the  services  rendered  and  the  capacity 
in  which  rendered,  which  would  make 
any  of  the  requests  for  compensation  or 
reimbursement  improper. 

It  is  further  ordered.  That  particular 
attention  be  directed  at  said  hearing  to 
the  foregoing  matters  and  questions. 

It  is  further  ordered.  'That  any  per¬ 
sons,  other  than  the  applicants  named 
herein,  desiring  to  be  heard  in  connec¬ 
tion  with  these  proceedings,  or  proposing 
to  intervene  herein,  shall  file  with  the 
Secretary  of  the  Commission  on  or  be¬ 
fore  June  17,  1952,  his  request  or  appli¬ 
cation  therefor  as  provided  by  Rule  XVII 
of  the  Commission’s  rules  of  practice. 

It  is  further  ordered.  That  the  Secre¬ 
tary  of  the  Commission  shall  serve  a 
copy  of  this  notice  and  order  by  regis¬ 
tered  mail  upon  the  aforementioned  ap¬ 
plicants,  and  that  notice  of  said  hearing 
shall  be  given  to  all  other  persons  by 
general  release  of  this  Commission,  which 
shall  be  distributed  to  the  press  and 
mailed  to  the  mailing  list  for  releases 
issued  under  the  act,  and  by  publication 
of  this  notice  and  order  in  the  Federal 
Register. 

By  the  Commission. 

[seal]  Orval  L.  DuBois,  - 

Secretary. 

(P.  R.  Doc.  52-6321;  Filed,  June  9,  1952; 

8:48  a.  m.J 


[Pile  No.  70-2860) 

Northern  States  Power  Co. 

SUPPLEMENTAL  ORDER  RELEASING  JURISDIC¬ 
TION  HERETOFORE  RESERVED  WITH  RE¬ 
SPECT  TO  TERMS  OF  SALE  OF  COMMON 
STOCK 

June  4, 1952. 

Northern  States  Power  Company 
(“the  Company’’) ,  a  Minnesota  corpora¬ 
tion  which  is  both  a  registered  holding 
company  and  an  operating  utility  com¬ 
pany,  having  filed  a  declaration  and  an 
amendment  thereto  pursuant  to  sections 
6  (a)  and  7  of  the  Public  Utility  Holding 
Company  Act  of  1935  (“the  act’’)  and 
Rule  U-50  thereunder  proposing  to  issue 
and  sell,  inter  alia,  1,108,966  shares  of  its 
Common  Stock  at  a  price  to  be  fixed  by 
the  Company,  offering  said  shares  under 
warrants  expiring  June  23,  1952  to  the 
present  holders  of  Its  common  stock  on 
the  basis  of  1  share  for  each  10  shares  of 
common  stock  held  on  the  record  date, 
with  the  privilege  of  subscribing  for  ad¬ 
ditional  shares  not  exceeding  the  number 
of  shares  subscribed  for  under  the  pri¬ 
mary  subscription,  subject  to  allotment, 
and  selling  at  competitive  bidding  (as 
to  compensation  only)  all  unsubscribed 
shares  plus  such  shares  (not  exceeding 
55.448)  as  the  Company  might  purchase 
for  stabilization  purposes  during  the 
period  immediately  preceding  the  receipt 
of  bids  (“Unsubscribed  Stock’’);  each 
bid  to  specify  the  aggregate  amount  to 
be  paid  by  the  Company  to  the  bidders 
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as  compensation  for  underwriting  the 
issue;  and 

The  Commission  by  order  dated  May 
23,  1952  having  permitted  said  declara¬ 
tion  as  amended  to  become  effective  as 
respects  the  proposed  issue  and  sale  of 
said  Common  Stock,  subject  to  the  con¬ 
ditions  that  such  sale  should  not  be  con¬ 
summated  until  the  results  of  competi¬ 
tive  bidding  pursuant  to  Rule  U-50 
should  have  been  made  a  matter  of  rec¬ 
ord  in  this  proceeding  and  a  further  order 
entered  by  the  Commission  in  the  light 
of  the  recoid  so  completed;  subject  also 
to  the  reservation  of  jurisdiction  with 
respect  to  all  fees  and  expenses  incurred 
or  to  be  incurred  herein;  and 

The  Company  having  filed  a  further 
amendment  to  its  declaration  stating 
that  it  had  fixed  the  price  of  said  stock 
at  $10.50  per  share;  that  it  had  pur¬ 
chased  no  shares  of  its  common  stock  un¬ 
der  the  authority  heretofore  granted  to 
stabilize  the  market  price;  that  it  had 
requested  bids  for  the  purchase  of  the 
Unsubscribed  Stock  at  the  price  fixed  as 
aforesaid,  the  underwriters  to  bid  only 
on  the  compensation  to  be  received  by 
them  for  underwriting  the  issue,  and  the 
successful  bidder  to  pay  to  the  Company, 
in  addition  to  $10.50  per  share  for  the 
Unsubscribed  Stock,  one-half  of  the  ex¬ 
cess  above  $11.25  per  share  received  upon 
the  resale  of  any  such  shares  within  30 
days  after  the  expiration  date  (June  23, 
1952)  of  the  subscription  period;  and 

The  Company  further  stating  that,  in 
response  to  its  invitation,  the  following 
bids  for  the  Unsubscribed  Stock  were  re¬ 
ceived: 


CndcrwritinR  group  headed 
by— 

Underwriters'  Com¬ 
pensation 

ARgregate 

Per  share 

Lehman  Bro?.  and  Riter  A  Co. 

$108,678.67 

|().  098 

The  First  Roston  Corp . 

Smith,  Uariipy  A  Co . 

White,  Weld  A  Co.  and  Glore, 

115,665.  15 

.104 

182, 979.  39 

.165 

Forgan  A  Co . 

187,924.00 

.169 

The  Company  further  stating  that  it 
has  accepted  the  bid  of  the  underwriting 
group  headed  by  Lehman  Brothers  and 
Riter  &  Co.  as  above  set  out,  whereunder 
the  Company  will  pay  the  lowest  aggre¬ 
gate  amount  of  compensation  for  the 
underwriting  of  the  issue;  and 

The  Commission  having  examined  said 
amendment  and  having  considered  the 
record  herein,  and  finding  no  basis  for 
adverse  findings  or  the  imposition  of 
terms  and  conditions  with  respect  to  the 
matters  set  forth  in  said  amendment: 

It  is  ordered.  That  jurisdiction  hereto¬ 
fore  reserved  over  the  issue  and  sale  of 
said  Common  Stock  until  the  results  of 
competitive  bidding  should  be  made  a 
matter  of  record  in  this  proceeding  be, 
and  the  same  hereby  is,  released;  and 
that  said  declaration  as  amended,  in  so 
far  as  it  relates  to  the  issue  and  sale  of 
said  Common  Stock,  be,  and  the  same 
hereby  is.  permitted  to  become  effective 
forthwith,  subject  to  the  provisions  of 
Rule  U-24. 

It  is  further  ordered,  That  the  jurisdic¬ 
tion  heretofore  reserved  with  respect  to 
the  terms  and  conditions  of  the  sale  at 
competitive  bidding  of  $21,500,000  prin¬ 
cipal  amount  of  First  Mortgage  Bonds 


(also  covered  by  the  Company’s  original 
declaration  herein  and  by  the  Commis¬ 
sion’s  order  of  May  23,  1952  aforesaid) 
and  with  respect  to  all  fees  and  expenses 
be,  and  the  same  hereby  is,  continued 
pending  the  further  orders  of  the 
Commission. 

By  the  Commission, 

[SEAL]  ORVAL  L.  DuBoIS, 

Secretary. 

ir.  R.  Doc.  62-6323:  Piled,  June  9.  1952; 

8:48  a.  m.] 


[Pile  No.  70-28631 
Southern  Co.  et  al. 

ORDER  PERMITTING  SUBMISSION  OF  COMMON 
STOCK  RIGHTS  OFFERING  TO  COMPETITIVE 
BIDDING  FOR  UNDERWRITING,  AND  PERMIT- 
ING  PURCHASE  OF  COMMON  STOCK  OF  TWO 
SUBSIDIARY  COMPANIES 

June  4,  1952. 

In  the  matter  of  the  Southern  Com¬ 
pany,  Alabama  Power  Compay,  Georgia 
Power  Company,  Pile  No.  70-2863. 

The  Southern  Company  ("Southern”) , 
a  registered  holding  company,  and 
two  of  its  public  utility  subsidiary  com¬ 
panies,  Alabama  Power  Company  (“Ala¬ 
bama”)  and  Georgia  Power  Company 
(“Georgia”),  have  filed  a  joint  appli-  ’ 
cation-declaration,  with '  amendments 
thereto,  pursuant  to  sections  6,  7,  9  (a), 
10, 12  (c)  and  12  (f)  of  the  act  and  Rules 
U-42,  U-43,  and  U-50.  promulgated 
thereunder,  as  applicable  to  the  proposed 
transactions,  which  are  summarized  as 
follows : 

Southern  proposes  to  issue  1,004,510 
shares  of  its  common  stock  $5  par  value. 
The  shares  of  common  stock  are  to  be 
offered  during  a  period  of  approximately 
three  weeks  to  the  holders  of  the  present¬ 
ly  outstanding  common  stock  of  the 
company  for  subscription  in  the  ratio  of 
1  share  of  common  stock  for  each  16 
shares  of  common  stock  now  held.  The 
rights  to  subscribe  are  to  be  evidenced  by 
transferable  subscription  warrants.  No 
fractional  shares  are  to  be  issued.  The 
warrants  provide  that  persons  subscrib¬ 
ing  for  stock  may  direct  the  subscription 
agent  to  purchase  additional  rights  re¬ 
quired  to  complete  a  full  share  subscrip¬ 
tion  or  to  sell  rights  in  excess  of  full 
share  subscriptions.  In  each  case,  the 
purchase  or  sale  may  not  exceed  15 
rights  for  any  stockholder. 

The  above  described  offering  is  to  be 
underwritten  and  the  company  proposes 
to  select  the  purchasers  of  any  unsub¬ 
scribed  stock  and  any  stock  acquired  by 
the  company  through  stabilizing  opera¬ 
tions,  as  described  below,  at  competi¬ 
tive  bidding  pursuant  to  Rule  U-50.  At 
least  42  hours  prior  to  the  time  for  the 
submission  and  opening  of  bids.  South¬ 
ern  w’ill  advise  the  prospective  bidders 
of  the  subscription  price  per  share, 
which  will  also  be  the  price  per  share  at 
which  unsubscribed  shares  and  any 
shares  acquired  by  the  company  through 
stabilization  operations  will  be  sold  to 
the  successful  bidder.  The  bidders  will 
be  required  to  specify  an  aggregate 
amount  of  compensation  to  be  paid  by 
the  company  for  their  commitments. 


Under  the  terms  of  the  bidding  the  pur¬ 
chasers  must  agree  that  in  the  event  any 
shares  purchased  by  them  from  the 
company  shall  be  sold  by  them  prior  to 
30  days  following  the  expiration  of  the 
subscription  period,  for  a  price  in  exce.ss 
of  the  subscription  price  plus  65  cents 
per  share,  the  purchasers  shall  pay  to 
the  company  50  percent  of  such  excess. 

Southern  proposes,  if  considered 
necessary  or  desirable,  to  stabilize  the 
price  of  the  common  stock  of  the  com¬ 
pany  for  the  purpose  of  facilitating  the 
offering  and  distribution  of  the  addi¬ 
tional  shares  of  common  stock.  In  con¬ 
nection  therewith  the  company  may, 
during  the  period  commencing  with  the 
close  of  business  on  the  third  full  busi¬ 
ness  day  prior  to  the  time  for  the  sub¬ 
mission  of  bids  and  continuing  until 
such  time,  purchase  shares  of  its  com¬ 
mon  stock,  but  not  in  excess  of  100,451 
shares,  on  the  New’  York  Stock  Exchange 
or  otherwise.  Such  purchases  are  to  be 
made  through  brokers  with  the  payment 
of  regular  Stock  Exchange  commissions. 

Southern,  which  owns  all  of  the  com¬ 
mon  stock  of  Alabama  and  Georgia,  pro¬ 
poses  to  use  the  net  proceeds  derived 
from  the  sale  of  its  common  stock,  plus 
other  funds  to  the  extent  necessary,  to 
invest  in  common  stock  of  Alabama  and 
Georgia  and  to  repay  outstanding  short 
term  bank  loans.  Under  the  present 
filing,  Alabama  proposes  to  issue  and  sell 
40,000  shares  of  its  common  stock  to 
Southern,  and  Georgia  proposes  to  is¬ 
sue  and  sell  400,600  shares  of  its  com¬ 
mon  stock  to  Southern.  Southern  w'ill 
purchase  these  shares  for  $4,000,000  and 
$7,000,000,  respectively,  and  the  proceeds 
will  be  used  by  Alabama  and  Georgia 
for  construction  purposes. 

Southern  states  that  if  for  any  reason 
delay  should  be  encountered  in  its  pro¬ 
posed  common  stock  rights  offering  so 
that  it  will  not  have  available  prior  to 
July  15,  1952,  funds  sufficient  to  invest 
in  the  common  stock  of  Georgia,  it  pro¬ 
poses  to  borrow  for  such  purposes  up 
to  $7,000,000  from  banks  on  short  term 
notes.  In  such  event.  Southern  will  file 
an  amendment  herein  setting  forth  the 
names  of  such  banks  and  the  terms  of 
such  notes. 

The  filing  indicates  that  the  issuance 
and  sale  of  common  stock  by  Alabama 
and  Georgia  has  been  approved,  respec¬ 
tively,  by  the  Alabama  Public  Service 
Commission  and  the  Georgia  Public 
Service  Commission. 

It  is  requested  that  the  Commission’s 
order  herein  become  effective  upon  is¬ 
suance. 

Notice  of  said  fiiling  having  been  duly 
given  in  the  form  and  manner  prescribed 
by  Rule  U-23  promulgated  pursuant  to 
the  act,  and  the  Commission  not  hav¬ 
ing  received  a  request  for 'hearing  with 
respect  to  said  joint  application-de¬ 
claration,  as  amended,  within  the  pe¬ 
riod  specified  in  said  notice,  or  other¬ 
wise.  and  not  having  ordered  a  hearing 
thereon;  and 

The  Commission  finding  with  respect 
to  said  joint  application-declaration,  as 
amended,  that  the  requirements  of  the 
applicable  provisions  of  the  act  and  rules 
thereunder  are  satisfied,  and  deeming  it 
appropriate  in  the  public  interest  and  in 
the  interest  of  investors  and  consumers 
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NOTICES 


that  the  said  joint  application-declara¬ 
tion,  as  amended,  be  granted  and  per¬ 
mitted  to  become  effective  forthwith: 

It  is  ordered.  Pursuant  to  Rule  U-23 
and  the  applicable  provisions  of  the  act, 
that  the  said  joint  application-declara¬ 
tion,  as  amended,  be,  and  hereby  is, 
granted  and  permitted  to  become  effec¬ 
tive  forthwith,  subject  to  the  terms  and 
conditions  prescribed  in  Rule  U-24  and 
to  the  further  condition  that  the  pro¬ 
posed  issuance  and  sale  of  the  1,004,510 
shares  of  common  stock  by  Southern 
shall  not  be  consummated  until  the  sub¬ 
scription  price  per  share  and  the  results 
of  competitive  bidding,  pursuant  to  Rule 
U-50,  have  been  made  a  matter  of  record 
in  this  proceeding  and  a  further  order 
shall  have  been  entered,  with  respect 
thereto,  which  order  shall  contain  such 
further  terms  and  conditions  as  may 
then  be  deemed  appropriate,  for  which 
purpose  jurisdiction  be,  and  the  same 
hereby  is  reserved. 

It  is  further  ordered.  That  jurisdic¬ 
tion  be,  and  the  same  hereby  is,  reserved 
over  all  fees  and  expenses  to  be  incurred 
in  connection  wdth  the  proposed  trans¬ 
actions. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

(F.  R.  Doc.  62-6324;  Piled,  June  9,  1952; 

8:48  a.  m.] 


[File  No.  70-2875] 

United  Gas  Corp.  and  Atlantic  Gulf 
Gas  Co. 

ORDER  CONCERNING  MERGER  OF  INACTIVE 
SUBSIDIARY  INTO  PARENT 

June  4,  1952. 

United  Gas  Corporation  (“United”), 
a  gas  utility  subsidiary  of  Electric  Bond 
and  Share  Company,  a  registered  hold¬ 
ing  company,  and  United’s  subsidiary, 
Atlantic  Gulf  Gas  Company  (“Atlan¬ 
tic”),  having  filed  a  declaration  pursuant 
to  the  Public  Utility  Holding  Company 
Act  of  1935,  particularly  section  12  (c) 
thereof  and  Rule  U-46  of  the  rules  and 
regulations  promulgated  thereunder 
with  respect  to  the  following  proposed 
transactions: 

United,  as  the  owner  of  all  the  out¬ 
standing  capital  stock  of  Atlantic,  pro¬ 
poses  to  merge  it  into  United. 

Atlantic,  a  Delaware  corporation,  was 
organized  in  1947  by  United  for  the  pur¬ 
pose  of  constructing  and  operating  nat¬ 
ural  gas  pipeline  properties  in  the 
southeastern  portion  of  the  United 
States.  Subsequently,  the  application 
of  Atlantic  fo&a  certificate  of  public  con¬ 
venience  and  necessity  for  this  purpose 
was  denied  by  the  Federal  Power 
Commission. 

On  organization.  Atlantic  issued  to 
United  100,000  shares  of  its  common 
stock  for  a  cash  consideration  of  $1,- 
000,000.  Atlantic’s  assets  consist  of  cash 
in  the  amount  of  $1,000,000  and  its  lia- 
bilities  consist  solely  of  the  capital  stock 
held  by  United.  'The  declaration  states 
that  United  has  expended  $285,977.23  for 
the  account  of  Atlantic  which  amount 


will  be  repaid  by  Atlantic  to  United  prior 
to  the  merger. 

The  declaration  states  that  since  there 
is  no  longer  any  need  for  the  continued 
corporate  existence  of  Atlantic,  the  pro¬ 
posed  merger  will  result  in  simplification 
of  the  United  Gas  system  by  the  elimina¬ 
tion  of  one  subsidiary. 

Said  declaration  having  been  filed  on 
May  13, 1952,  notice  of  said  filing  having 
been  given  in  the  form  and  manner  re¬ 
quired  by  Rule  U-23  promulgated  pur¬ 
suant  to  said  act,  the  Commission  not 
having  received  a  request  for  hearing 
within  the  time  specified  in  said  notice, 
or  otherwise,  and  the  Commission  not 
having  ordered  a  hearing  thereon;  and 

The  Commission  finding  that  the  pro¬ 
posed  transactions  are  in  accordance 
with  the  applicable  standards  of  the  act, 
that  no  adverse  findings  are  necessary 
thereunder,  and  that  it  is  unnecessary  to 
impose  tei-ms  and  conditions  in  connec¬ 
tion  herewith,  and  the  Commission 
deeming  it  appropriate  to  permit  said 
declaration  to  become  effective,  forth¬ 
with: 

It  is  ordered.  Pursuant  to  Rule  U-23 
and  the  applicable  provisions  of  said 
act.  and  subject  to  the  terms  and  condi¬ 
tions  contained  in  Rule  U-24,  that  said 
declaration,  be,  and  the  same  hereby  is, 
permitted  to  become  effective  forthwith. 

.  By  the  Commission. 

[SEAL]  Orval  L.  DuBois, 

Secretary. 

(F.  R.  Doc.  62-6322;  Filed,  June  9,  1952; 

8:48  a.  m.] 


[Pile  No.  70-2876] 

Duquesne  Light  Co. 

NOTICE  OF  FILING  WITH  RESPECT  TO  PRO¬ 
POSED  INCREASE  IN  AUTHORIZED  PRE¬ 
FERRED  STOCK 

June  4,  1952. 

Notice  is  hereby  given  that  a  declara¬ 
tion  has  been  filed  with  this  Commission 
by  Duquesne  Light  Company  (“Du¬ 
quesne”),  a  public  utility  subsidiary  of 
Philadelphia  Company  (“Philadel¬ 
phia”),  a  registered  holding  company. 
Declarant  has  designated  section  6  (a) 
and  7  of  the  act  and  Rule  U-62  promul¬ 
gated  thereunder  as  applicable  to  the 
proposed  transactions  which  are  sum¬ 
marized  as  follows: 

Duquesne  proposes,  by  appropriate 
corporate  action,  to  increase  its  author¬ 
ized  preferred  stock  from  800,000  to 
1,000,000  shares.  It  is  stated  that  the 
proposed  increase  will  facilitate  the  issu¬ 
ance  and  sale  by  Duquesne  of  preferred 
stock  during  1952  and  1953  and  thereby 
enable  Duquesne  to  raise  a  portion  of 
the  funds  required  to  meet  the  cost  of  its 
construction  program.  Appropriate  ap¬ 
plications  will  be  filed  with  this  Commis¬ 
sion  prior  to  the  time  when  such  issu¬ 
ance  and  sales  are  to  be  undertaken. 

In  order  to  effect  the  proposed  in¬ 
crease  of  the  authorized  preferred  stock, 
the  consent  of  the  holders  of  a  majority 
of  the  outstanding  shares  of  common 
stock  of  Duquesne,  as  well  as  the  consent 
of  the  holders  of  a  majority  of  the  out¬ 
standing  preferred  stock  of  Duquesne, 
with  all  series  thereof  voting  as  a  class. 


is  required.  Philadelphia,  which  owns 
all  of  the  5,920,000  shares  of  common 
stock  and  all  of  the  550,000  shares  of  4 
percent  Pief erred  Stock,  which  consti¬ 
tutes  well  over  a  majority  of  that  class, 
has  indicated  that  it  will  consent  to  the 
proposed  increase.  Duquesne  proposes, 
however,  as  a  matter  of  management 
policy,  to  solicit  proxies  from  the  holders 
of  the  150,000  shares  of  its  3.75  percent 
Preferred  Stock,  which  series  is  publicly 
held,  but  it  states  that  it  intends  to  in¬ 
crease  its  authorized  preferred  stock 
without  reference  to  the  number  of  con¬ 
sents  it  obtains  from  such  holders.  The 
proposed  solicitation  material  has  been 
submitted  as  an  exhibit  to  the  instant 
filing. 

It  is  estimated  that  the  fees  and  ex¬ 
penses  to  be  incurred  in  connection  with 
the  proposed  transactions  will  amount  to 
$1,860,  of  which  $750  represents  counsel 
fees.  Duquesne  requests  that  any  order 
of  this  Commission  granting  the  appli¬ 
cation  shall  become  effective  forthwith 
upon  issuance. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than  June 
17,  1952,  at  1:30  p.  m.,  request  the  Com¬ 
mission  in  writing  that  a  hearing  be 
held  on  such  matter,  stating  the  nature 
of  his  interest,  the  reasons  for  such  re¬ 
quest  and  the  issues,  if  any,  of  fact  or 
law  raised  by  said  declaration  proposed 
to  be  controverted,  or  may  request  that 
he  be  notified  if  the  Commission  should 
order  a  hearing  Uiereon.  Any  such  re¬ 
quest  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
425  Second  Street  NW.,  Washington  25, 
D.  C.  At  any  time  after  said  date,  said 
declaration,  as  filed  or  as  amended,  may 
be  permitted  to  become  effective  as  pro¬ 
vided  in  Rule  U-23  of  the  rules  and  regu¬ 
lations  promulgated  under  the  act,  or 
the  Commission  may  exempt  such 
transactions  as  provided  in  Rules  U-20 
(a)  and  U-100  thereof. 

By  the  Commission. 

[seal]  Orval  L.  DuBois. 

secretary. 

[F.  R.  Doc.  62-6320;  Piled,  June  9,  1952: 

8:47  a.  m.] 


[Pile  No.  70-2886] 

United  Corp. 

NOTICE  REGARDING  PROPOSED  SALE  OF 
COMMON  STOCK  OF  SUBSIDIARY  COMPANY 

June  4,  1952. 

Notice  is  hereby  given  that  a  declara¬ 
tion  has  been  filed  with  the  Commission, 
pursuant  to  section  12  of  the  Public  Util¬ 
ity  Holding  Company  Act  of  1935  (“act”) 
and  Rule  U-44  promulgated  thereunder, 
by  'The  United  Corporation  (“United” W 
a  registered  holding  company. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  then  June 
17,  1952,  at  5:  30  p.  m..  e.  d.  s.  t..  request 
the  Commission  in  writing  that  a  hear¬ 
ing  be  held  on  such  matter,  stating  the 
nature  of  his  interest,  the  reasons  for 
such  request  and  the  issues,  if  any,  of 
fact  or  law  raised  by  said  declaration 
proposed  to  be  controverted,  or  may  re¬ 
quest  that  he  be  notified  if  the  Commis- 
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Sion  should  order  a  hearing  thereon. 
Any  such  request  should  be  addressed: 
Secretary,  Securities  and  Exchange 
Commission.  425  Second  Street  NW., 
Washington  25,  D.  C.  At  any  time  after 
June  17.  1952  said  declaration,  as  hied 
or  as  amended,  may  be  permitted  to  be¬ 
come  effective  as  provided  in  Rule  U-23 
of  the  rules  and  regulations  promulgated 
under  the  act,  or  the  Commission  may 
exempt  such  transaction  as  provided  in 
Rules  U-20  (a)  and  U-100  thereof. 

All  Interested  persons  are  referred  to 
said  declaration  which  is  on  file  in  the 
office  of  this  Commission  for  a  statement 
of  the  transaction  therein  proposed, 
which  is  summarized  as  follows: 

By  order  dated  June  26,  1951  (File 
No.  54-184)  the  Commission  approved 
United’s  Comprehensive  Plan  under  sec¬ 
tion  11  (e)  of  the  act  and  exempted 
from  the  competitive  bidding  require¬ 
ments  of  Rule  U-50,  the  proposed  sale 
by  United  of  all  of  its  holdings  of  the 
common  stock  of  South  Jersey  Gas 
Company  (“South  Jersey”),  consisting 
of  154,231  8  shares  representing  28.25 
per  cent  of  the  voting  securities  of  that 
company.  The  declaration  states  that 
United  has  not  been  able  to  dispose  of 
the  South  Jersey  common  stock  by  pri¬ 
vate  sale  and.  therefore.  United  now 
proposes  to  make  a  public  offering  of 
154,230  shares  of  such  stock  in  accord¬ 
ance  with  the  competitive  bidding  re¬ 
quirements  of  Rule  U-50,  the  remaining 
1.8  shares  to  be  sold  promptly  thereafter 
in  the  open  market.  United  proposes 
to  reinvest  the  proceeds  from  the  sale 
of  its  holdings  of  South  Jersey  common 
stock  in  other  securities  in  accordance 
with  the  investment  program  approved 
by  the  Commission  by  order  dated  May 
2,  1952  (Holding  Company  Act  Release 
No.  11209). 

The  declaration  states  that  the  repre¬ 
sentatives  of  United  will  resign  from  the 
Board  of  Directors  of  South  Jersey  as 
soon  as  United  has  disposed  of  the  South 
Jersey  stock. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

(P.  R.  Doc.  52-6325:  Filed,  June  9,  1952; 

8:49  a.  m.] 


INTERSTATE  COMMERCE 
COMMISSION 

[4th  Sec.  Application  27121] 

Corn  Steep  Water  From  Keokuk,  Iowa 
TO  Points  in  Michigan  and  Indiana 

APPLICATION  FOR  RELIEF 

June  5, 1952. 

The  Commission  Is  In  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long*and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  L.  E.  Kipp,  Agent,  for  carriers 
parties  to  his  tariff  I.  C.  C.  No.  A-3723, 
pursuant  to  fourth-section  order  No. 
9800. 

Commodities  Involved:  Water,  corn 
steep,  liquid,  carloads. 

Prom:  Keokuk,  Iowa. 

No.  113 - 8 


To:  Detroit,  and  Kalamazoo,  Mich., 
Indianapolis,  Lawrenceburg,  and  Terre 
Haute,  Ind. 

Grounds  for  relief:  Competition  with 
rail  carriers  and  circuitous  routes. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than 
applicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is  found 
to  be  necessary  before  the  expiration  of 
the  15-day  period,  a  hearing,  upon  a  re¬ 
quest  filed  within  that  period,  may  be 
held  subsequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

[F.  R.  Doc.  52-6342:  Filed,  June  9.  1S52: 

8:52  a.  m.] 


[4th  Sec.  Application  27122] 

Boards,  From  Points  in  Western  Trunk- 
Line  Territory  to  Kinston,  N.  C. 

APPLICATION  FOR  RELIEF 

June  5.  1952. 

The  Commission  is  In  receipt  of  the 
above-entitled  and  numbered  application 
for  relief  from  the  long-and-short-haul 
provision  of  section  4  (1)  of  the  Inter¬ 
state  Commerce  Act. 

Filed  by:  L.  E.  Kipp,  Agent,  for  car¬ 
riers  parties  to  his  tariff  I.  C.  C.  No. 
A-3740,  pursuant  to  fourth-section  order 
No.  9800. 

Commodities  involved:  Boards,  build¬ 
ing,  wall  or  insulating,  viz:  fibreboard, 
pulpboard,  or  strawboard,  carloads. 

Prom:  Points  in  western  trunk-line 
territory.  ' 

To:  Kinston,  N.  C. 

Grounds  for  relief:  Competition  with 
rail  carriers  and  circuitous  routes. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  provided 
by  the  general  rules  of  practice  of  the 
Commission.  Rule  73,  persons  other  than 
applicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15 -day  period,  a  hearing, 


upon  a  request  filed  within  that  period, 
may  be  held  subsequently. 

By  the  Commission.  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

[F.  R.  Doc.  52-6343:  Filed.  June  9.  1952; 
8:52  a.  m.] 


[4th  Sec.  Application  27123] 

Hydrol  Between  Points  in  Texas  and 
Louisiana 

APPLICATION  FOR  RELIEF 

June  5,  1952. 

The  Commission  Is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  Lee  Douglass,  Agent,  for  car¬ 
riers  parties  to  his  tariff  I.  C.  C.  No.  802. 

Commodities  involved:  Hydrol  (corn 
sugar  final  molasses  or  .sorghum  grain 
sugar  final  molasses),  carloads. 

Between:  Points  in  Texas,  and  be¬ 
tween  points  in  Texas  and  Louisiana. 

Grounds  for  relief:  Competition  with 
rail  carriers,  circuitous  routes,  and 
to  apply  over,  short  tariff  routes  rates 
constructed  on  the  basis  of  the  short  line 
distance  formula. 

Schedules  filed  containing  proposed 
rates:  Lee  Douglass,  Agent,  I.  C.  C.  No. 
802.  Supp.  12. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the.  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice 
of  the  Commission,  Rule  73.  persons 
other  than  applicants  should  fairly  dis¬ 
close  their  interest,  and  the  position  they 
intend  to  take  at  the  hearing  with  re¬ 
spect  to  the  application.  Otherwise  the 
Commission,  in  its  discretion,  may  pro¬ 
ceed  to  investigate  and  determine  the 
matters  involved  In  such  application 
without  further  or  formal  hearing.  If 
because  of  an  emergency  a  grant  of  tem¬ 
porary  relief  is  found  to  be  necessary 
before  the  expiration  of  the  15 -day 
period,  a  hearing,  upon  a  request  filed 
within  that  period,  may  be  held  sub¬ 
sequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

[F,  R.  Doc.  52-6344.  Filed,  June  9,  1952; 
8:52  a.  m.j 


[4th  Sec.  Application  27124] 

Crushed  Stone  and  Sand  From  Lehigh, 
III.,  and  Terre  Haute,  Ind.,  to  Oliver, 
III. 

application  for  relief 

June  5.  1952. 

The  Commission  Is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 
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Piled  by:  R.  G.  Raasch,  Agent,  for  The 
New  York  Central  Railroad  Company. 

Commodities  involved:  Crushed  stone 
and  sand,  carloads. 

Prom:  Lehigh.  Ill.,  and  Terre  Kaute, 
Ind. 

To:  Oliver,  Ill. 

Grounds  for  relief:  Competition  with 
rail  carriers  and  wayside  pit  competi¬ 
tion. 

Schedules  filed  containing  proposed 
rates:  NYC  RR.  tariff  I.  C.  C.  No.  176, 
Supp.  349:  NYC  RR.  tariff  I.  C.  C.  No. 
1198,  Supp.  31. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  w'ithin  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice  of 
the  Commission,  Rule  73,  persons  other 
than  applicants  should  fairly  disclose 
their  interest,  and  the  position  they  in¬ 
tend  to  take  at  the  hearing  with  respect 
to  the  application.  Otherwise  the 
Commission,  in  its  discretion,  may  pro¬ 
ceed  to  investigate  and  determine  the 
matters  involved  in  such  application 
without  further  or  formal  hearing.  If 
because  of  an  emergency  a  grant  of  tem¬ 
porary  relief  is  found  to  be  necessary 
before  the  expiration  of  the  15-day  pe¬ 
riod,  a  hearing,  upon  a  request  filed 
w'ithin  that  period,  may  be  held  subse¬ 
quently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

IF.  R.  Doc.  62-6345;  Filed,  June  9,  1952; 

8:52  a.  m.] 


[4th  Sec.  Application  27125] 

Scrap  Paper  From  Points  in  the  South¬ 
west  TO  Points  in  New  Jersey,  Ohio, 

AND  Virginia 

APPLICATION  FOR  RELIEF 

June  5, 1952. 

The  Commission  is  In  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Piled  by:  P.  C.  Kratzmeir,  Agent,  for 
carriers  parties  to  schedules  listed  below. 

Commodities  involved :  Scrap  or  waste 
p.Tper,  carloads. 

From:  Points  In  the  Southwest. 

To:  Hughesville  and  Warren  Glen, 
N.  J.,  Jaite,  Ohio,  and  Lynchburg,  Va. 

Grounds  for  relief :  Circuity,  rail  com¬ 
petition.  and  to  apply  over  short  tariff 
routes  rates  constructed  on  the  basis  of 
the  short  line  distance  formula. 

Schedules  filed  containing  proposed 
rates:  P.  C.  Ki-atzmeir’s  tariff  I.  C.  C.  No. 
3919,  Supp.  107;  F.  C.  Kratzmeir’s  tariff 
I.  C.  C.  No.  3967,  Supp.  119;  F.  C.  Kratz¬ 
meir’s  tariff  I.  C.  C.  No.  3908,  Supp.  106; 
F.  C.  Kratzmeir’s  tariff  I.  C.  C.  No.  3906, 
Supp.  121. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 


sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice  of 
the  Commission,  Rule  73,  persons  other 
than  applicants  should  fairly  disclose 
their  interest,  and  the  position  they  in¬ 
tend  to  take  at  the  hearing  with  respect 
to  the  application.  Otherwise  the  Com¬ 
mission,  in  its  discretion,  may  proceed 
to  Investigate  and  determine  the  matters 
involved  in  such  application  without 
further  or  formal’ hearing.  If  because 
of  an  emergency  a  grant  of  temporary 
relief  is  found  to  be  necessary  before  the 
expiration  of  the  15-day  period,  a  hear¬ 
ing,  upon  a  request  filed  within  that 
period,  may  be  held  subsequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

(F.  R.  Doc.  52-6346:  Filed,  June  9.  1952; 

8:53  a.  m.] 


[Rev,  S.  O.  876,  General  Permit  B-L] 
Common  Carriers  by  Railroad 

PERMISSION  REGARDING  CERTAIN  SHIPMENTS 
OF  LUMBER  AND  LUMBER  PRODUCTS 

Pursuant  to  the  authority  vested  In 
me  in  paragraph  (d)  (2)  of  Revised 
Service  Order  No.  876  (16  F.  R.  3620, 
4276) ,  permission  is  granted  for  any  com¬ 
mon  carrier  by  railroad,  serving  points 
in  the  states  of  Washington  and  Oregon, 
subject  to  the  Interstate  Commet  ce  Act. 
to  disregard  the  provisions  of  Revised 
Service  Order  No.  876  Insofar  as  they 
apply  to  shipments  of  lumber  and  lumber 
products  when  loaded  into  Southern 
Pacific  Company  Evans  equipped  auto¬ 
mobile  cars,  numerical  series  64,100 
through  70,029  inclusive,  and/or  190,000 
through  190,499,  inclusive,  which  cars 
are  A.  A.  R.  mechanical  designation 
xr.IR,  equipped  with  automobile  and,  or 
truck  loading  devices;  originating  at 
points  in  Washington  and  Oregon  to 
California  destinations,  when  such  cars 
are  loaded  to  tariff  minimum. 

This  general  permit  shall  become 
effective  at  12:01  a.  m.,  June  5,  1952,  and 
shall  expire  at  11:59  p.  m.,  August  31, 
1952,  unless  otherwise  modified,  changed, 
suspended,  or  revoked. 

A  copy  of  this  general  permit  has  been 
served  upon  the  Association  of  American 
Railroads,  Car  Service  Division,  as 
Agent  of  the  railroads  subscribing  to  the 
car  service  and  per  diem  agreement 
under  the  terms  of  that  agreement,  and 
notice  of  this  permit  shall  be  given  to  the 
general  public  by  depositing  a  copy  in 
the  office  of  the  Secretary  of  the  Com¬ 
mission  at  Washington,  D.  C.,  and  by 
filing  it  with  the  Director,  Division  of 
the  Federal  Register. 

Issued  at  Washington,  D.  C.,  this  4th 
day  of  June,  1952. 

Howard  S.  Kline, 
Permit  Agent. 

[P,  R.  Doc.  52-6347;  Plied,  June  9,  1952; 

8:53  a.  m.j 


1 4th  Sec.  Application  27116] 

Class  Rates  Between  Points  East  of 
Rocky  Mountains 

APPLICATION  FOR  RELIEF 

June  4,  1952. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  application 
for  relief  from  the  long-and-short-haul 
provision  of  section  4  (1)  of  the  Inter¬ 
state  Commerce  Act. 

Filed  by:  R.  E.  Boyle,  Jr.,  Agent,  for 
carriers  respondents  in  Class  Rate  In¬ 
vestigation.  1939,  281  I.  C.  C.  213.  and 
parties  to  Uniform  Fieight  Classifica¬ 
tion,  Geo.  H.  Dumas’  I.  C.  C.  A-1. 

Involving:  Class  rates. 

Between:  Points  in  the  United  States 
located  generally  east  of  the  Rocky 
Mountains. 

Grounds  for  relief:  Rail  competition, 
circuity,  and  to  maintain  commodity 
rates  at  higher-rated  intermediate 
points. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than 
applicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is  found 
to  be  necessary  before  the  expiration  of 
the  15-day  period,  a  hearing,  upon  a 
request  filed  wdthln  that  period,  may  be 
held  subsequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

[F.  R.  Doc.  62-6286;  Piled,  June  6.  1952; 

8:52  a.  m.] 


[4th  Sec.  Application  27117] 

Liquefied  Chlorine  Gas  From  McIn¬ 
tosh,  Ala.,  to  Camden,  Ark.,' and  Bas¬ 
trop  AND  Spring  Hill,  La. 

application  for  relief 

June  4,  1952. 

The  Commission  Is  In  receipt  of  the 
above-entitled  and  numbered  application 
for  relief  from  the  long-and-short-haul 
provision  of  section  4  (1)  of  the  Inter¬ 
state  Commerce  Act. 

Filed  by:  F.  C.  Kratzmeir,  Agent,  for 
carriers  parties  to  his  tariffs  I.  C.  C.  Nos. 
3927  and  3883. 

Commodities  involved :  Liquefied  chlo¬ 
rine  gas.  in'tank-car  loads. 

Pi’om:  McIntosh,  Ala. 

To:  Camden,  Ark.,  Bastrop  and 
Spring  Hill,  La. 

Grounds  for  relief:  Competition  with 
rail  carriers,  circuitous  routes,  and  mar¬ 
ket  competition. 
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Schedules  filed  containing  proposed 
rates:  P.  C.  Kiatzmeir,  Agent,  I.  C.  C. 
No.  3927,  Supp.  43,  P.  C.  Kratzmeir, 
Agent,  I.  C.  C,  No.  3883,  Supp.  69. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission.  Rule  73,  persons  other  than 
applicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  in¬ 
vestigate  and  determine  the  matters  in¬ 
volved  in  such  application  without 
further  or  formal  hearing.  If  because 
of  an  emergency  a  grant  of  temporary 
relief  is  found  to  be  necessary  before  the 
expiration  of  the  15-day  period,  a  hear¬ 
ing,  upon  a  request  filed  within  that 
period,  may  be  held  subsequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

(P.  R.  Doc.  52-e287:  Filed,  June  6,  1952; 

8:52  a.  m.] 


[4th  Sec.  Application  27118] 

Scrap  Iron  From  Meridian,  Miss.,  to 
Birmingham.  Ala.,  District 

application  for  relief 

June  4,  1952. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long -and -short- 
haul  provision  of  section  4  (1)  of  the  In¬ 
terstate  Commerce  Act. 

Piled  by:  R.  E.  Boyle,  Jr.,  Agent,  for 
the  Atlantic  Coast  Line  Railroad  Com¬ 
pany  and  other  carriers. 

Commodities  involved;  Scrap  iron 
and  steel,  carloads. 

Prom:  Meridian,  Miss. 

To:  Bessemer,  Birmingham,  Boyles, 
Ensley,  Fairfield.  Gate  City,  McAdory, 
North  Birmingham,  Tarrant,  Thomas, 
Woodlawn,  and  Woodward,  Ala. 

Grounds  for  relief:  Competition  with 
rail  carriers  and  circuitous  routes. 

Schedules  filed  containing  proposed 
rates;  C.  A.  Spaninger,  Agent,  I.  C.  C.  No. 
950.  Supp.  175. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice  of 
the  Commission.  Rule  73,  persons  other 
than  applicants  should  fairly  disclose 
their  interest,  and  the  position  they  in¬ 
tend  to  take  at  the  hearing  with  re¬ 
spect  to  the  application.  Otherwise  the 
Commission,  in  its  discretion,  may  pro¬ 
ceed  to  investigate  and  determine  the 
matters  involved  in  such  application 
without  further  or  formal  hearing.  If 
because  of  an  emergency  a  grant  of  tem¬ 
porary  relief  is  found  to  be  necessary  be¬ 
fore  the  expiration  of  the  15-day  period. 


a  hearing,  upon  a  request  filed  within 
that  period,  may  be  held  subsequently. 

By  the  Commission,  Division  2. 

[SEAL]  W.  P.  Bartel, 

Secretary. 

[F.  R.  Doc.  52-6288:  Filed,  June  6.  1952; 
8:52  a.  m.] 


f4th  Sec.  Application  27119] 

Liquefied  Petroleum  Gas  Between 
Points  in  Southwest 

APPLIC.ATION  FOR  RELIEF 

June  4, 1952. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Piled  by:  F.  C.  Kiatzmeir,  Agent,  for 
carriers  parties  to  his  tariff  I.  C.  C.  No. 
3585. 

Commodities  involved:  Liquefied  pe¬ 
troleum  gas.  in  tank-car  loads. 

Between:  Points  in  southwestern  ter¬ 
ritory,  including  adjacent  points. 

Grounds  for  relief:  Competition  with 
rail  carriers,  circuitous  routes,  and  to 
maintain  grouping. 

Schedules  filed  containing  proposed 
rates:  F.  C.  Kratzmeir,  Agent,  I,  C.  C.  No. 
3585,  Supp.  507. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice  of 
the  Commission,  Rule  73,  persons  other 
than  applicants  should  fairly  disclose 
their  interest,  and  the  position  they  in¬ 
tend  to  take  at  the  hearing  with  re¬ 
spect  to  the  application.  Otherwise  the 
Commission,  in  its  discretion,  may  pro¬ 
ceed  to  investigate  and  determine  the 
matters  involved  in  such  application 
without  further  or  formal  hearing.  If 
because  of  an  emergency  a  grant  of 
temporary  relief  is  found  to  be  neces¬ 
sary  before  the  expiration  of  the  15- 
day  period,  a  hearing,  upon  a  request 
filed  within  that  period,  may  be  held 
subsequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

[P,  R.  Doc.  52-6289;  Piled,  June  6,  1952; 

8:52  a.  m.j 


(4th  Sec.  Application  27120] 

Cheese  From  Points  in  Southern 
Territory  to  Virginia 

APPLICATION  for  RELIEF 

June  4.  1952. 

The  Commission  Is  In  receipt  of  th« 
above-entitled  and  numbered  application 
for  relief  from  the  long-and-short-haul 
provision  of  section  4  (1)  of  the  Inter¬ 
state  Commerce  Act. 


Piled  by:  R.  E.  Boyle,  Jr.,  Agent,  for 
carriers  parties  to  Agent  C.  A.  Spanin- 
ger’s  tariff  I.  C.  C.  No.  1310. 

Commodities  involved:  Cheese,  car¬ 
loads. 

From :  Points  in  southern  territory. 

To:  Points  in  Virginia. 

Grounds  for  relief:  Rail  competition, 
circuity,  grouping,  and  to  maintain  rates 
constructed  on  the  basis  of  the  short 
line  distance  formula  over  short  tariff 
routes. 

Schedules  filed  containing  proposed 
rates:  C.  A.  Spaninger,  Agent,  I.  C.  C. 
No.  1310,  Supp.  1. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission.  Rule  73,  persons  other  than 
applicants  should  fairly  disclose  their 
Interest,  and  the  position  they  Intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is  found 
to  be  necessary  before  the  expiration  of 
the  15-day  period,  a  hearing,  upon  a 
request’  filed  within  that  period,  may  be 
held  subsequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

(F.  R.  Doc.  52-6290;  Filed.  June  6,  1952; 

8:52  a.  m.j 

DEPARTMENT  OF  JUSTICE 

Office  of  Alien  Property 

[Vesting  Order  18885] 

Elsa  Voith  et  al. 

In  re:  Debts  owing  to  Elsa  Voith.  also 
known  as  Elsa  M.  Voith,  and  others. 
D-28-122.  D-28-9743,  F-28-4602. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended  (50 
U.  S.  C.  App.  and  Sup.  1-40);  Public 
Law  181,  82d  Cong.,  65  Stat.  451;  Execu¬ 
tive  Order  9193,  as  amended  by  Executive 
Order  9567  (3  CFR  1943  Cum.  Supp.; 
3  CFR  1945  Supp.) ;  Executive  Order  9788 
<3  CFR  1946  Supp.)  and  Executive  Order 
9989  (3  CFR  1948  Supp.),  and  pursuant 
to  law,  after  investigation,  it  is  hereby 
found : 

1.  That  Elsa  Voith,  also  known  as  Elsa 
M.  Voith,  Hilar  Voith  and  Erwin  Mal- 
blanc,  each  of  whose  last  known  address 
Is  Germany,  on  or  since  December  11, 
1941,  and  prior  to  January  1,  1947  were 
residents  of  Germany  and  are,  and  prior 
to  January  1,  1947  were,  nationals  of  a 
designated  enemy  country  (Germany) : 

2.  That  Thea  Voith,  whose  last  known 
address  is  Pruggen.  Steermark,  Austria, 
on  or  since  December  11,  1941  and  prior 
to  January  1,  1947  acted  or  purported 
to  act  directly  or  indirectly  for  the  ben¬ 
efit  of  or  on  behalf  of  a  designated  enemy 
country  (Germany)  or  nationals  of  such 
country  and  is,  and  prior  to  January  1, 
1947,  was  a  national  of  a  designated 
enemy  country  (Germany) ; 
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8.  That  the  property  described  as  fol¬ 
lows:  That  certain  debt  or  obligation 
of  The  National  City  Bank  of  New  York, 
New  York  15,  New  York,  arising  out  of 
income  and  accretions  on  39  shares  of 
no  par  value  preferred  stock  of  the 
6haw-Walker  Company,  evidenced  by 
certificate  No.  2596,  presently  in  the  cus¬ 
tody  of  the  Attorney  General  of  the 
United  States  and  representing  a  portion 
of  funds  on  deposit  in  a  checking  account 
entitled  American  Voith  Contact  Co., 
Inc.,  maintained  with  the  aforesaid 
Bank,  together  with  any  and  all  accruals 
to  the  aforesaid  debt  or  other  obligation 
and  any  and  all  rights  to  demand,  en¬ 
force  and  collect  the  same. 

is  property  which  is  and  prior  to  Janu¬ 
ary  1, 1947,  was  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to.  held  on  behalf  of  or  on  account 
of,  or  owing  to,  or  which  is  evidence  of 
ownership  or  control  by,  Elsa  Voith,  also 
known  as  Elsa  M.  Voith,  Hilar  Voith,  Er- 
w’in  Malblanc  and  Thea  Voith,  the  afore¬ 
said  nationals  of  a  designated  enemy 
country  (Germany); 

and  it  is  hereby  determined: 

4.  That  the  person  named  in  subpara¬ 
graph  2  hereof  is,  and  prior  to  January 
1,  1947  was,  controlled  by  or  acting  for 
or  on  behalf  of  a  designated  enemy  coun¬ 
try  (Germany)  or  persons  within  such 
country  and  is,  and  prior  to  January  1, 
1947,  was  a  national  of  a  designated 
enemy  country  (Germany); 

5.  That  the  national  interest  of  the 
United  States  requires  that  the  persons 
named  in  subparagraphs  1  and  2  hereof 
be  treated  as  persons  who  are  and  prior 
to  January  1.  1947,  w’ere  nationals  of  a 
designated  enemy  country  (Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law.  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and.  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and 
for  the  benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  coimtry”  as  used  herein  shall 
liave  the  meanings  prescribed  in  section 
10  of  Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
June  4.  1952. 

Por  the  Attorney  General. 

[seal]  Harold  I.  Baynton, 
Assistant  Attorney  General, 
Director,  Office  of  Alien  Property. 

IF.  R.  Doc.  62-6362;  Filed, ‘June  9,  1952; 

8:57  a.  m.J 


[Vesting  Order  18886] 

Charles  and  John  Schulte 

In  re:  Interests  in  real  property  and 
property  insurance  policies  owned  by 
Charles  Schulte  and  John  Schulte. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended  (50 
U.  S.  C.  App.  and  Sup.  1-40) ;  Public 
Law  181,  82d  Cong.,  65  Stat.  451;  Ex¬ 
ecutive  Order  9193,  as  amended  by 
Executive  Order  9567  (3  CFR  1943  Cum. 
Supp.;  3  CFR  1945  Supp.);  Executive 
Order  9788  (3  CFR  1946  Supp.)  and  Ex¬ 
ecutive  Order  9989  (3  CFR  1948  Supp.), 
and  pursuant  to  law,  after  investigation, 
it  is  hereby  found: 

1.  That  Charles  Schulte,  whose  last 
known  address  is  Oldenberg,  Oldenberg 
Rosenstrasse  30,  Germany,  and  John 
Schulte,  whose  last  known  address  is 
Hanennow-Mechlenberg  Langenstrasse 
26.  Germany,  on  or  since  December  11, 
1941,  and  prior  to  January  1,  1947,  were 
residents  of  Germany  and  are,  and  prior 
to  January  1,  1947  were,  nationals  of  a 
designated  enemy  country  (Germany) ; 

2.  That  the  property  described  as  fol¬ 
lows: 

a.  That  certain  contingent  remainder 
interest  of  the  persons  named  in  subpar¬ 
agraph  1  hereof,  in  and  tn  an  undivided 
one-sixth  (Veth)  interest  as  provided  in 
the  Last  Will  and  Testament  of  Thekla 
Tellman,  deceased,  probated  on  April  3, 
1928,  in  the  County  Court  for  Jefferson 
County,  Missouri,  in  and  to  the  real  prop¬ 
erty  described  in  Exhibit  A.  attached  to 
and  by  reference  made  a  part  of  Vesting 
Order  17538,  dated  March  19,  1951,  as 
amended,  together  with  all  heredita¬ 
ments,  fixtures,  improvements  and  ap¬ 
purtenances  thereto,  and  any  and  all 
claims  for  rents,  refunds,  benefits  or 
other  payments  arising  from  the  owner¬ 
ship  of  such  property,  and 

b.  All  right,  title  and  interest  of  the 
persons  named  in  subparagraph  1  hereof, 
in  and  to  all  insurance  policies  covering 
the  premises  described  in  the  aforesaid 
Exhibit  A,  and  any  and  all  extensions  or 
renewals  thereof, 

is  property  which  is  and  prior  to  January 
1,  1947,  was  within  the  United  States 
owned  or  controlled  by,  payable  or  de¬ 
liverable  to,  held  on  behalf  of  or  on 
account  of,  or  owing  to,  or  which  is  evi¬ 
dence  of  ownership  or  control  by,  Chailes 
Schulte  and  John  Schulte,  the  afoi’esaid 
nationals  of  a  designated  enemy  country 
(Germany) ; 

Is  hereby  determined: 

3.  That  the  national  interest  of  the 
United  States  requires  that  the  persons 
identified  In  subparagraph  1  hereof,  be 
treated  as  persons  who  are  and  prior  to 
January  1,  1947,  were  nationals  of  a 
designated  enemy  country  (Germany) . 


All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and,  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  in  subparagraph  2  (a) 
hereof,  subject  to  recorded  liens,  encum¬ 
brances  and  other  rights  of  record  held 
by  or  for  persons  who  are  not  nationals 
of  a  designated  enemy  country,  and 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  property 
described  in  subparagraph  2  (b)  hereof. 

All  such  property  so  vested  to  be  held, 
used,  administered,  liquidated,  sold  or 
otherwise  (fealt  with  in  the  interest  of 
and  for  the  benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall  have 
the  meanings  prescribed  in  section  10  of 
Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
June  4,  1952, 

For  the  Attorney  General. 

[SEAL]  Harold  I.  Baynton, 
Assistant  Attorney  General, 
Director,  Office  of  Alien  Property. 

[F.  R.  Doc.  62-6363;  Filed.  June  9,  1G52. 

8:57  a.  m.] 


Organization  and  Delegations  op 
Final  Authority 

Paragraph  4  (a)  (4)  of  the  Statement 
of  Organization  and  Delegations  of  Final 
Authority  of  the  Office  of  Alien  Property 
as  amended  (16  F.  R.  7879),  is  hereby 
amended  to  read  as  follow’s: 

(4)  Tlie  Hearing  Examiners,  consist¬ 
ing  of  a  Chief  Hearing  Examiner  and 
such  other  hearing  examiners  as  may 
from  time  to  time  be  designated,  hear 
and  determine,  subject  to  review  by  the 
Director,  contested  claims  under  sec¬ 
tions  20,  32,  and  34  of  the  Trading  With 
the  Enemy  Act,  as  amended,  and  handle 
such  other  matters  not  inconsistent  with 
their  duties  as  hearing  examiners  as  may 
be  a.ssigned  by  the  Dii-ector.  The  Hear¬ 
ing  Examiners  are  hereby  severally  dele¬ 
gated  authority  to  exercise  the  powers 
conferred  upon  hearing  examiners  by 
Part  502  of  the  regulations  of  the  Office 
of  Alient  Property. 

Executed  at  Washington,  D.  C.  this  4th 
day  of  June  1952. 

[seal]  Harold  I.  Bayntcn. 

Assistant  Attorney  General, 
Director,  Office  of  Alien  Property. 

IF.  R.  Doc.  52  6364;  Piled.  June  9.  1953; 

8:58  a.  m.j 


